
CASE 
NUMBER: 

17 



ROBERT F. HOULIHAN 
LESLIE W. MORRIS I1  
LINDSEY W. INGRAM. JR. 
WILLIAM L. MONTAGUE 
JOHN STANLEY HOFFMAN'. 
BENNETT CLARK 
WILLIAM T. BISHOP 111 
RICHARD C. STEPHENSON 
CHARLES E. SHIVEL. JR. 
ROBERT M. WATT I l l  
J. PETER CASSIDY. JR. 
DAVID H. THOMASON'. 
SAMUEL D. HINKLE IV*** 
R .  DAVID LESTER 
ROBERT F. HOULIHAN. JR. 
WILLIAM M. LEAR. JR. 
GARY W. BARR 
DONALD P. WAGNER 
FRANK L. WILFORD 
HARVIE e. WILKINSON 
ROBERT W. KELLERMAN. 
LIZBETH ANN TULLY 
J. DAVID SMITH, JR. 
EILEEN O'BRIEN 
DAVID SCHWETSCHENAU 
ANITA M. BRITTON 
RENA GARDNER WISEMAN 
DENISE KIRK ASH 
BONNIE HOSKINS 
C. JOSEPH BEAVIN 
DIANE M. CARLTON 
LARRY A. SYKES 
P. DOUGLAS BARR 
PERRY MACK BENTLEY 
MARY BETH GRlFFlTH 
DAN M. ROSE 
GREGORY D. PAVEY 
J. MEL CAMENISCH. JR. 
LAURA DAY DELCOTTO 
LEA PAULEY GOFF'** 
CULVER V. HALLIDAY-** 
DAVID E. FLEENOR 

STOLL, KEENON & PARK, LLP 
201 EAST MAIN STREET 

SUITE 1000 
LEXINGTON, KENTUCKY 40507-1380 

(606) 231-3000 
FAX (606) 253-1093 

'FRANKFORT OFFICE: "WESTERN KENTUCKY OFFICE: 
307 WASHINGTON STREET 

FRANKFORT, KY. 40601-1823 

FAX: (502) 875-6235 

201 C NORTH MAIN STREET 
HENDERSON, W. 42420-3103 

FAX: (502) 827-4060 
(502) 875-6220 (502) 831-1900 

***LOUISVILLE OFFICE: 
2650 AEGON CENTER 
400 WEST MARKET 

LOUISVILLE, KY. 40202-3377 
(502) 568-9100 

FAX: (502) 568-5700 

INTERNET: www.skp.com 

Hon. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P.O. Box 6 15 
Frankfort, KY 40602 

August 23, 1999 

JAMES D. ALLEN 
SUSAN BEVERLY JONES 
MELISSA A. STEWART 
TODD S. PAGE 
JOHN 8. PARK 
PALMER G. VANCE 11 
RICHARD A. NUNNELLEY 
WILLIAM L. MONTAGUE. JR 
KYMBERLY T. WELLONS 
CHARLES R. BAESLER. JR. 
STEVEN e. LOY 
PATRICIA KIRKWOOD BURGESS 
RICHARD B. WARNE 
JOHN H. HENDERSON-. 
LINDSEY W. INGRAM 111 
JEFFERY T. BARNETT 
AMY C. LIEBERMANN 
ELIZABETH FRIEND BIRD** 
MOLLY J. CUE 
CRYSTAL OSBORNE 
JOHN A. THOMASON-. 
DELLA M. JUSTICE 
BOYD T. CLOERN-*- 
DONNIE E. MARTIN 
DAVID T. ROYSE 

(OF COUNSEL) 
JAMES BROWN*** 
DOUGLAS P. ROMAINE 
JAMES G. STEPHENSON 
GEORGE D. SMITH 

WALLACE MUlR (1878 - 1847) 
RICHARD C. STOLL (1878 ~ 1848) 
WILLIAM H. TOWNSEND (1880 - -884) 

N W. KEENON (1882 - 1888) 

GLADNEY HARVILLE (1821 - 1878) 

Re: Delta Natural Gas Company, Inc. 
Case No. No. 99-176 

Dear Ms. Helton: 

We deliver herewith for filing thirteen (1 3) copies of Delta's Responses to the Data 
Requests of the Commission and the Attorney General dated August 11, 1999, in the above- 
captioned case. We would appreciate your placing the Responses with the other papers in the 
case. Thank you for your kind assistance. 

Sincerely, 

Robert M. Watt, 111 
rlSlW 

encl. 
cc: Counsel of Record (w/encl.) 
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1. 

DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

Please provide all workpapers prepared by the Company in support of the two 
FR# 7-a filing requirement schedules and in support of all of the schedules 
(Schedules 1 through 9) submitted by Delta in response to FR# 6-h. 

I RESPONSE: 

See response to No. 23, 25 and 30 of the PSC data request dated August 11, 
1999. 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

2. With regard to the claimed overall rate of return of 9.3 127% on Schedule 7 and Adjusted Capitalization 
data on Schedule 9, please provide the following information: 

a. In the Company's prior rate case, Case No. 97-066, the PSC authorized an overall rate of 
return of 9.077% and determined this overall rate of return by making the following calculations, 
as described on page 21 of its Order in that case: 

Cap. Str. Ratio Qj&& W e l g h t e d t  
Equity 36.25% 1 1.60% 4.205% 
LT Debt 53.4 1% 7.858% 4.197% 
ST Debt 1 0.3 4% 6.5 3 5% 0.675% 
Total 100.00% 9.077% 

Please c o n f m  the above. If you do not agree, explain your disagreement. 

b. In the Company's prior rate case, Case No. 97-066, the PSC applied this overall rate of return 
of 9.077% to the rate base found to be appropriate in that case in order to determine the 
appropriate revenue requirement (see page 18 of the Order in that case). Please confirm the 
above. If you do not agree, explain your disagreement. 

c. Under the Company's proposed hypothetical capital structure and proposed capital cost 
rates, the proposed overall rate of return rate established in the same way as the PSC did 
in the prior case as per part a. above would be as follows: 

Can Str. Rath Cost Rate Weighted Cost 
Equity 43.50% 1 1 .go% 5.1 76% 
LT Debt 48.43% 7.4786% 3.622% 
ST Debt 8.07% 5.410% 0.436% 
Total 100.00% 9.234% 

Please c o n f m  the above. If you do not agree, explain your disagreement. 

d. Under the Company's actual adjusted capital structure and proposed capital cost rates, the 
proposed overall rate of return rate established in the same way as the PSC did in the prior 
case as per part a. above would be as follows: 

Can - . Str. RatiQ Cost Rate Weighted Cost 
Equity 29.80% 13.90% 4.142% 
LT Debt 60.17% 7.4786% 4.499% 
ST Debt 10.02% 5.410% 0.542% 
Total 100.00% 9.183% 

Please confm the above. If you do not agree, explain your disagreement. 

Page 1 of 2 



DELTA NATURAL GAS COMPANY 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFOWMATION 
CASE NO. 99-176 

RESPONSE: 

a. 

b. 

c. Delta calculated 9.235%. 

d. Delta calculated 9.185%. 

In Case No. 97-066 this was the cost of capital allowed in the Order. 

h Case No. 97-066, in that instance, yes they did. 

Sponsoring Witness: 

John F. Hall 

Page 2 of 2 
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3. Please provide all studies performed by the Company or relied on by the Company 
to come to the conclusion that its optimal capital structure should include an equity 
ratio of 43.5%. If achieving a n  “optimum” capital structure was not the objective, 
provide the basis for and all calculations performed to arrive at the equity ratio of 
45% [sic]. 

RESPONSE: 

No claim was made that the imputed capital structure that I recommended in my direct 
testimony was optimal. In fact, published research seems to indicate that there is no such 
thing as an optimal capital structure. Brigham, Gapenski and Abenxrald found that, 

The overriding conclusion to be drawn from our analysis is this: Capital structure 
changes have little impact on a utility’s revenue requirements or its customers’ bills. 
Capital structure does affect the cost rates of both debt and equity, but changes in 
those variables are offset by changes in the weights of each capital structure 
component. (“Capital Structure, Cost of Capital and Revenue Requirements” by 
Eugene F. Brigham, Louis C. Gapenski and Dana A. Aberwald, Public Utilities 
Fortnightly, January 8,1987, p. 19) 

This is 
capital 

consistent with the conclusion of Modigliani and Miller that in a world of frictionless 
markets and no taxes, the cost of capital is independent of leverage. (“The cost of 

Capital, Corporation Finance and the Theoh of Inves&ent”, American-Economic review, 
48:261-297, June, 1958.) Modigliani and Miller concluded that the cost of equity capital 
increases with leverage. Since the expected return on debt is lower than the expected return 
on equity, the cost of equity must rise as debt is substituted in order for the average cost of 
capital to be constant. This research and the very low equity component in Delta’s capital 
structure are consistent with my use of including a leverage premium for Delta to make its 
allowed rate of return comparable with other natural gas distribution companies that have a 
much higher equity component in their capital structures. 

The 43.5% equity component of the imputed capital structure that I proposed in my 
testimony was obtained by taking the midpoint of the mean and the median in Exhibit MJB- 
1. I did this in order to develop a proposed imputed capital structure that would be 
“average” for a natural gas distribution company. The use of an imputed capital structure 
also provides the Commission with an alternative to including the leverage premium that is 
justified by Delta’s low equity component. As a former Commissioner in New Mexico, I 
realize that the Commission may be reluctant to allow Delta the leverage premium and 
resulting high rate of return on equity that would be justified by Delta’s low equity 
component. There is a tendency to look at what other regulatory agencies are doing, as 
evidenced by the question asked by Commission Staff in Item 52 of the Commission’s 
August 11,1999 Order in this proceeding. The use of an imputed capital structure would 
allow the Commission to use a rate of return that is similar to the rates of return being 
allowed in other jurisdictions, while still allowing Delta the opportunity to earn the returns 
that are justified by its low equity component and that Delta needs to return to financial 
health. 



I .- , 

In my opinion, utilizing this imputed capital structure would generate sufficient earned 
returns to reverse the trend of continued decline in the equity component of Delta’s capital 
structure and would help to begin the process of returning Delta to financial health. Even 
with the imputed capital structure that I recommend, Delta would not return to financial 
health overnight. It took a number of years for the equity component of Delta’s capital 
structure to erode and it will take a number of years to rebuild it. However, reversing this 
trend will not be possible if the Commission utilizes Delta’s test year end capital structure 
and a return on equity similar to the one granted in Delta’s last rate case. Pursuing this 
course would cause a continued deterioration in Delta’s financial condition and a continued 
erosion in the equity component of its capital structure. 

WITNESS: Martin Blake 





DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

4. The rate base vs. capital structure reconciliation shows a difference of 
$640,324 which, presumably is shown and explained on FR 7(a). Please 
provide a schedule showing exactly how the $640,324 difference can be 
derived from the data on FR 7(a). 

RESPONSE: 

See response to No. 23 of the PSC data request dated August 11, 1999. 

Sponsoring Witness: 

John F. Hall 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 811 1/99 

5. With regard to account 123 (investments in Subsidiary Companies), page 11 0 of 
the 1998 FERC Form 2 shows a 12/31/98 balance of $1,131,650, the 1998 Trial 
balance account 123 components add to $1,132,650 for the 12/31/98 balance, 
and FR 7(a) shows a 12/31/98 per books balance of $1,466,060. In this regard, 
provide the following information: 

a. Please provide detailed reconciliations for these three different per books 
balances as of 12/31 /98. 

b. On FR 7(a), provide a detailed breakout what Subsidiary Company 
investments make up the $1,280,279 and what makes up the remaining 
“Proposed Adjustment” of $1 85,781. 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 



1 a. 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 b. 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

INVESTMENTS OF SUBSIDIARY COMPANIES 

Investment in Delta Resources 
Investment in Delgasco 
Investment in Deltran 
Investment in Enpro 
Investment in Tranex 
Investment in Other 
Receivable Delta Resources 
Receivable from Delgasco 
Receivable from Deltran 
Receivable from Enpro 
Receivable from Tranex 

12/31/98 Balances 

24,866 
4,073 
1,000 

21 6,236 
885,475 

- 
- 

1,131,650 

24,866 24,866 
4,073 4,073 
1,000 1,000 

216,236 216,236 
885,475 885,475 

(272,528) 
1,000 

- 
- (1,128,668) 
- (1,000) 
- 1,231,901 

-504.706 

Item 5 
AG Dated 811 1/99 

1,132,650 1,466,060 
I 

The $1,280,279 subsidiary is net plant amount for Enpro. The remaining $1 85,781 is to 
adjust the proposed balance to $0. I 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

6. Please provide a schedule showing a breakout by plant component (e.g., plant in 
service, CWIP, cushion gas, etc.) of the actual Canada Mountain investments of 
$14,323,170 included in the actual 12/31/98 plant balance and the actual Canada 
Mountain related accumulated depreciation of $742,254. 

RESPONSE: 
See Attached 

WITNESS : 
John Brown 
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a. 

b. 

C. 

d. 

e. 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 811 1/99 

7. The 12/31/98 per books Utility Plant balance on FR 7(a) is shown to be 
$125,206,004 which the 1998 Trial Balance shows to consist of the following 
components: 

Plant in Service $1 19,758,525 
CWlP $ 1,382,759 
Cushion Gas $ 4,046,127 
Non-U tili ty $ 18,592 

Total $1 25,206,004 

In this regard, please provide the following information: 

Confirm the correctness of the above table. If not correct, provide the 
corrected data. 

For each of the above Utility Plan components, provide the Canada 
Mountain components to be removed, which should add to a total removal 
amount of $1 4,323,170. 

What represents the “Proposed Adjustment” amount of $1,587,945, used 
by the Company to arrive at the proposed adjusted Utility Plant balance of 
$1 12,470,779? 

Provide a schedule showing a detailed reconciliation between the adjusted 
12/31/98 Utility Plant balance of $1 12,470,779 and the corresponding 
balance of $1 14,965,626 on Schedule 7, line 1. 

Explain the difference of $2,602 between the 12/31/98 plant balance of 
$109,369,706 on Item 24, 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 



DELTA NATURAL GAS CO., INC. CASE NUMBER 99-176 ITEM 7 

Line 
Number ResDonse to Item 7 

1 a. The table is correct. 

2 b. See response to Item 6. 

3 c. Tranex Net Plant $1,587,945 

4 
5 
6 

7 

8 
9 

I O  
11 

Tranex Plant & CWIP 
Tranex Depreciation 

d. See Schedule 

PAGE 1 OF 2 

4,082,793 
2.494.848 . .  
1,587,945 

e. Item 24, page 2 of 2 is correct. Item 12, page 1 of 5 is incorrect. The amount 
should be $109,369,706. 

The $2,602 difference between the two schedules was a Canada Mtn retirement 
in Account 353 Storage Lines 



DELTA NATURAL GAS CO., INC. CASE NUMBER 99-176 ITEM 7 (d) e 
Line 

Adjusted Plant Balance 
Utility Plant Schedule 7 

LlLIxl Number Balance 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 

Delta Plant 1 19,758,525 19,758,525 
Delta CWIP 1,382,759 1,382,759 
Delta Non Utility 121 18,592 18,592 
Delta Cushion Gas 117 4,046,127 4,046,127 
Delta Plant - Canada Mtn (10,391,422) 10,391,422) 
Delta CWIP - Canada Mtn (213,713) (213,713) 
Delta Cushion Gas - Canada Mtn (3,718,035) (3,718,035) ' 
Tranex Plant 4,044,292 4,044,291 
Tranex CWIP 38,502 38,502 
Tranex Depreciation (2,494,848) 

TOTAL 112.470.779 114.965.626 

PAGE 2 OF 2 





DELTA NATURAL GAS COMPANY, 
CASE NO. 99-176 

NC. 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

8. In the same format and detail as per "Item 12, pages 1 and 2 of 5, provide the 
monthly, total, and annual monthly average balances for N C  107 CWlP and N C  
107 CWlP related Accounts Payables from December 1996 through December 
1997. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 811 1/99 

9. With regard to the monthly A X  107 CWIP balances shown on page I of 5 of the 
response to PSC data request # 12, please provide the following information: 

a. 

b. 

C. 

Do the monthly balances shown for Dec 1997 through Dec 1998 represent 
CWlP balances exclusive of Canada Mountain? If not, what adjustments 
were made to the Company's per books CWlP balances to arrive at the 
adjusted CWlP balances on page 1 of 5? What adjusted CWIP balance is 
included in rate base as part of the Property balance of $1 14,965,626? 

All monthly adjusted CWIP balances from December 1995 through 
December 1997 stated on an equivalent basis as the monthly CWlP 
balances for Dec 1997 through Dec 1998 on page 1 of 5. 

All actual monthly adjusted CWIP balances from December 1998 through 
July 1999 and as projected for the remaining months of 1999 stated on an 
equivalent basis as the monthly CWlP balances for Dec 1997 through 
December 1998 on page 1 of 5. 

RESPONSE: 
See Attached 

WITNESS: 

John Brown 



DELTA NATURAL GAS CO.. INC. CASE NUMBER 99-176 ITEM 9 PAGE 1 OF2 

Line 
Number Response to Item 9 

1 a. Yes, CWIP amounts shown exclude Canada Mountain. 
2 
3 

The CWIP balance included in rate base as part of the Property Balance of $1 14,965,626 
does not include Canada Mountain. The adjusted CWIP balance is $1,169,046. 

4 b. See Schedule 

5 c. Seeschedule 







DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

10. The FERC Form 2, page 110 accumulated depreciation balance (including 
non-utility) amounts to $33,478,352 which is also shown as the per books 
12/31/98 balance on FR 7(a). In this regard, please provide the following 
information: 

a. Reconcile the "Proposed" balance of $32,756,310 on FR 7(a) to the 
corresponding 12/31/98 adjusted balance of $32,717,506 on Item 12, 
page I of 5. 

b. Reconcile both the balances stated in part b. above to the reserve balance 
of $35,230,946 on line 2 of Schedule 7. 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 



DELTA NATURAL GAS CO., INC. CASE NUMBER 99-176 ITEM 10 

Line 
Number 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 

11 

Response to Item IO 

a. 

b. 

Proposed 
Pepr Balance 

Delta Depr 33,459,760 
Delta Depr - Canada Mtn (742,254) 
Delta Non Utility Property 18,592 
See FR 6(h) Schedule 5 20,212 

32,756,310 

Proposed 
Depr Balance 

Delta Depr 33,459,760 
Delta Depr - Canada Mtn (742,254) 
Delta Non Utility Property 18,592 

Tranex Depr 
See FR 6(h) Schedule 5 20,212 

32.756.31 0 

PAGE 1 OF 1 

Item 12 Page 1 
Pepr Balance 

33,459,760 
(742,254) 

32,717,506 

Item 12 Page 1 
Pepr Balance 

33,459,760 
(742,254) 

~ 

32,717,506 

Schedule 7 
Pepr Balance 

33,459,760 
(742,254) 

18,592 

2,494,848 

35,230,946 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

11. With regard to WP5 1, page 3, please provide the following information: 

a. Show the derivation of the Canada Mountain depreciation expenses of 
$463,710 from the data on WP5 1 , pages 1 , 2, and 3. 

b. Explain and provide workpapers and actual source documentation for the 
Tranex depreciation addition of $1 26,144. 

RESPONSE: 
See Attached 

WlTN E S S: 
John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

12. In the same format and detail as per "Item 12, pages I and 2 of 5, provide the 
monthly, total, and annual monthly average balances for the Total Materials and 
Supplies Account and the Total Materials and Supplies Account related Accounts 
Payables from December 1996 through December 1997. 

RESPONSE: 

See Attached 

WlTN ES S: 
John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

13. What percentage of the Company’s average annual M&S balance typically gets 
capitalized rather than expensed during any particular year? 

RESPONSE: 

WlTN ES S: 

See Attached 

John Brown 

a 







DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

14. With regard to Prepayments, provide the following information: 

a. For each of the 13-months starting Dec 1997 through Dec 1998, provide 
the monthly and annual monthly average prepayment balances, broken 
out by specific prepayment item. 

b. Provide a breakout of all of the insurance items included in the average 
annual prepaid insurance balance. 

RESPONSE: 
See Attached 

W ITN ESS : 
John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 811 1/99 

15. Identify any M&S balances and/or prepayment balances that are related to 
unregulated subs or the Canada Mountain project 

RESPONSE: 

See Attached 

W ITN ESS : 

John Brown 



c 

t DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31 -98 
CASE NO. 99-1 76 

e Liny No* There are no M 8, S balances and/or prepayment balances which specifically relate to 
2 unregulated subs. 
3 
4 

5 
Delta's policies do cover the compressor stations, operators's extra expense and blanket 
surety for gas wells at Canada Mountain, but these items are not detailed in the policies. 

Item 15. 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

16. 

ATTORNEY GENERAL'S DATA REQUEST DATED 811 1/99 

What represents the difference between the 12/31/98 FERC Form 2 account 164 
Gas Stored Underground balance of $3,364,903 (also see FR 7(a), and the 
proposed adjusted balance in rate base of $265,579? 

RESPONSE: 
See Attached 

WITNESS: 
John Brown 



DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31-98 
CASE NO. 99-176 

Item 16 

Line No. 

1 Canada Mountain Storage Gas is the difference between FERC Form 2 and the adjusted 

2 balance in the rate base. 

3 

4 Pioneer Wells Storage Gas 

5 Canada Mountain Storage Gas 

6 Total storage gas (FERC Form 2) 

$ 265,579 

$ 3,099,324 

$ 3.364.903 





DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

17. Please provide the monthly balances for Advances for Construction for the period 
Dec 1997 through Dec 1998 and for each of the months of 1999 for which actual data 
is available at this time. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



i '$ Delta Natural Gas Company, Inc. 
Case No. 99-176 

Item 17 

Line No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

18 
19 

MonthNr 

Dec-97 
Jan-98 
Feb-98 
Mar-98 
Apr-98 
May-98 
Jun-98 
Jul-98 

AUCJ-98 
Sep-98 
Oct-98 
NOV-98 
Dec-98 
Jan-99 
Feb-99 
Mar-99 
Apr-99 
May-99 
Jun-99 

Balance 

(3,027,045.0 1 ) 
(3,097,045.01) 
(3,097,045.0 1 ) 
(3,097,045.01) 
(3,124,245.01) 
(3,191,445.01) 
(2,893,410.01) 
(2,948,290.0 1 ) 
(3,247,750.0 1 ) 
(3,247,150.01) 
(3,247,150.0 1 ) 
(3,377,350.01) 
(3,391,350.01) 
(3,573,250.01) 
(3,573,250.01) 
(3,634,850.01) 
(3,664,650.01) 
(3,940,450.01) 
(3,960,050.01) 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

18. Page 3 of 5 of Item 12 shows that as part of the total 12/31/98 ADIT balance, N C  
28302 Regulatory ITC has the effect of increasing rate base by $392,500 (by 
virtue of the fact that it has reduced the total ADIT rate base deduction by 
$392,500). In this regard, provide the following information: 

a. Confirm the above statement. If you do not agree, explain your disagreement 
in detail. 

b. Account 254 Other Regulatory Liabilities (see page 278 of the 1998 FERC 
Form 2) includes the same Regulatory ITC balance of $392,500, representing 
the exact counteraccount to the Regulatory ITC balance of $392,500 included 
in the total ADIT balance. Please confirm this. If you do not agree, explain 
your disagreement. 

c. The Account 254 Other Regulatory Liabilities balance of $392,500 (see page 
278 of the 1998 FERC Form 2) has not been treated as a rate base deduction 
in this case by Delta. 

Please confirm this. If you do not agree, explain your disagreement. 

RESPONSE: 

a. I agree 

b. I agree 

c. I agree 

WITNESS : 

John Brown 



I... 

, 

. "  

. .  

.. . - 

. "  . ... , 

. .  

. -. .. 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 811 1/99 

19. In the prior case, Case No. 97-066, the PSC, on rehearing, allowed a total ADIT 
balance of $7,3 89,05 1, as shown on page 2 of the PSC's Rehearing Order in that 
case. This net ADIT balance consisted of the following components: 

A/C 28201 Accel. Depreciation ($8,414,800) 
N C  28205 Alt Minimum Tax $1,305,600 
N C  28207 Adv. For Construction $ 41,400 
N C  282010 Unamort. Debt Exp. ($ 321,751) 
A/C 282012 Storage Gas 500 
TOTAL $7!389,051 

In this regard, please provide the following information: 

a. Please confirm the above information. If you do not agree, explain your 
disagreement. 

b. If the exact same ADIT components as allowed by the PSC on rehearing in 
the prior case were to be used in the current case, page 3 of 5 of Item I 2  in 
this case would show the following total net ADIT balance as of 12/31/98: 

N C  28201 Accel. Depreciation ($10,034,325) 
N C  28205 Alt Minimum Tax $ 1,274,100 
N C  28207 Adv. For Construction $ 43,700 
A/C 282010 Unamort. Debt Exp. ($ 388,205) = 85.17% X ($455,800) 

TOTAL $9!  103,630 
N C  282012 Storage Gas $ 1,100 

Please confirm the above information. If you do not agree, explain your 
disagreement. 

RESPONSE: 

a. I agree 

b. I agree 

WITNESS : 

John Brown 





1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Date: 8/18/99 AG-20 
Page 1 of 8 

DELTA NATURAL GAS COMPANY, INC. 
CASE NUMBER 99- 176 

20. Page 4 of 5 of Item 12n shows on a monthly basis for the year 1998 the customer deposit receipts, 
refunds and net cumulative balance. In this regard, please provide the following information: 

a. 
b. 

C. 

d. 

e. 

f. 

g. 

Describe the customer deposit receipt and refund policy used by the Company. 
Provide the actual monthly customer deposit balances for 1995, 1996, 1997 and 1999 through 
July or the most recent month for which actual data are available. 
C o n f m  that Item 1211, page 4 of 6 shows that the average test year customer deposit balance 
is $493,566 as opposed to the 12/31/98 balance of $594,863. 
Confirm that the Company has proposed to include interest on customer deposits as a pro 
forma above-the-line expense of $35,692 which was calculated by applying the 6% interest 
rate to the 12/31/98 customer deposit balance of $594,863 (see Schedule 4). 
Why has the Company treated the interest on customer deposits as a pro forma above-the-line 
expense without treating the associated customer deposit balance as a rate base deduction? 
Would the Company agree that it is generally accepted ratemaking practice to either (1) 
include customer deposits in the capital structure at a cost rate of 6% or (2) deduct the 
customer deposit balance from rate base and treat the interest expense as a pro forma above- 
the-line expense? If you do not agree, explain your disagreement in detail. 
Isn’t it true that in the prior case, the Company, consistent with the generally accepted 
ratemaking principle described in part f. above, included customer deposits in the capital 
structure at a cost rate of 6%? 

RESPONSE: 

a. See attachment 

b. See attached schedules 

c. Yes. 

d. Yes. 

e. 

f. 

g. Yes. 

This is in conformity with the order in Case No. 99-066. 

Delta has conformed to the order issued in Case No. 99-066. 

Sponsoring Witness: 

John Brown 



'De l t a  Natural  Gas Company 

AG-20 a. pg 1 of 3 FOR All Service Areas 
8 

i P.S.C. NO. 
ELTA NATURAL GAS COMPANY, INC. - 

CANCELLING P.S.C." Name of Issuing Corporation 
Oris ina l  SHEET N0.17 & 18 

NOV 3 0  1997 

part. 

The Company cannot and does not guarantee either a sufficient supply or 
an adequate or uniform pressure of the gas supplied and shall not be 
liable for any damage or loss resulting from inadequate or interrupted 
supply or from any pressure variationswhen such conditions are not due 
to willful fault or neglect on its part. 

15. 

26. 
9G-20 a.  

EXCLUSIVE SERVICE 

Except in cases where the customer has a special contract with the 
Company for reserve or auxiliary service, no other fuel service shall be 
used by the customer on the same installation in conjunction with the 
Company's service connection, either by means of valves or any other 
connection. 

The customer shall not sell the gas purchased from the Company to any 
other customer, company or person, and the customer shall not deliver 
gas purchased from the Company to any connection wherein said gas is to 
be used on premises not owned or controlled by the customer. 

DEPOSITS 

The Company may require a minimum cash deposit or other guaranty to 
secure payment of bills except from customers qualifying for service 
reconnection pursuant to 807 KAR 5:006, Section 15, Winter Hardship 
Reconnection. Service may be refused or discontinued for failure to pay 
the requested dcposit. Interest, as prescribed by KRS 278.460, will be 
paid on all sums held on deposit. The interest will be applied as a 
credit to the customer's bill or will be paid to the customer on an 
annual basis. If the deposit is refunded or credited to the customer's 
bill prior to the deposit anniversary date, interest will be paid or 
credited to the customer's bill on a pro-rated basis. If interest is not 
paid to the customer or credited to the customer's bill annually, 
interest will be computed-by a method which will result in an amount not 
less than that obtained by using middle course method between simple and 
compound interest in compliance with the Commission Order dated October 
31, 1989 in Case No. 89-057. Interest on deposits computed in this 
manner will accrue until paid to the customer or credited to the 
customer's bill. 

c 

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE November 30, 1997 
ISSUED BY Glenn R. J e n n i n s s & n . w  

Issued by authority of an O r d e r  of the Public Service Commission of By in 
CASE NO- 97-066 DATED December 8, 1997 

President TITLE 
Name of Officer 

I 



% AG-20  a. pg 2 of 3 

FOR All Service Areas 
P.S.C. NO. a 

CLASSIFICATION OF SERVICE 
RULES AND REGULATIONS Fi,?ir:UANi' !O 507 KAR 521 1, 

".-p.-t - , ., 
2,:1/: r.;:'d J I 1 <.'. : ;"I. * ' 

* * ', +$?J?.&.;.~j b - 4  
The deposit may be waived upon a customer's %b$~'~g:yu~;yxtmfq$mq ,I , ."?,"!h3$- 

credit or payment history. Required deposits will be'credit'ed to the 
customer's bill between twelve and fifteen months after the month of 
deposit if the customer has established a satisfactory payment record 
for that period. If a deposit has been waived or returned and the 
customer fails to maintain a satisfactory payment record, a deposit may 
then be required. Upon termination of service, the deposit and any 
interest earned and owing will be credited to the final bill with any 
remainder refunded to the customer. 

In determining whether a deposit will be required or waived, the 
following criteria may be considered: 

(1) Previous payment Kistory with the Company. If the 
customer has no previous history with the Company, 
statements from other regulated public utilities may 
be presented by the customer as evidence of good 
credit. 

( 2 )  Length o f  time the customer has resided or been 
located in the area. 

( 3 )  Whether the customer owns the property where service 
is to be rendered. 

( 4 )  Whether another customer with a good payment history 
is willing to sign as a guarantor for an amount equal 
to the required deposit. 

If a deposit is held longer than eighteen months, the deposit will be 
recalculated at the customer's request based on the customer's actual 
usage for the past twelve months. If the deposit on account differs 
from the recalculated amount by more than $10.00 for a residential 
customer or 10 percent for a non-residential customer, the Company may 
collect any underpayment and refunds, if any, will be credited to the 
customer's next utility bill. No refund will be made if the customer's 
bill is delinquent at the time of recalculation. 

Once each year, a billing insert will be included with the bill advising 
the customer of the right to request a deposit recalculation. 

DATE EFFECTIVE November 30, 1997 
TITLE President 

DATE OF ISSUE December 18. 1997 
ISSUED BY Glenn R. J e n n i n g s h R .  

Name of Officer 
Issued by authority of an O r d e r  of the Public Service Commission of KY in 
CASE NO. 97-066 DATED December 8, 1997 



AG-20 a. pg 3 of 3 

FOR A l l  Service Areas 
P.S.C.  NO. 

CANCELLING P . k w m y . ,  7 

8 
c. 

%fi8l$%N 2o 
DELTA NATLTRAL GAS COMPANY, INC. Orisinak, , 
Name of Issuing Corporation 

Orisinal EFFEG'WIBT NO.19 & 20 

NOV 3 0  1997 
CLASSIFICATION OF SERVICE 
RULES AND REGULATIONS PURSUANT TCI 807 KAR 561 1, 

.%C;TI??i 3 ( 1 )  

17. 

18. 

Gtl.  ,::&;:*b~#,& k-cg 
1 .. 3 ' --L ..---____ .d-, 

,-.,-..-I.. # - ' ,  ,-,-; -. ..\ .., ,, . ..c* Residential and small commercial customers with metdrs"up throu@d~425 
will pay equal deposits in the amount of $95.00. This amount does not 
exceed 2/12ths of the average annual bill. 

Large commercial and industrial customer's deposits shall be based upon 
actual usage of the customer at the same or similar premises for the 
most recent twelve month period if such information is available. If 
usage information is not avail&,le, the deposit will be based on the 
average bills of similar customers and premises in the system. The 
deposit amount shall not exceed 2/12ths of the customer's actual or 
estimated annual bill. 

-. MONTHLY CUSTOMER CHARGE 

A monthly customer charge shall be rendered against every meter 
installed unless service is discontinued in one customer's name and is 
not to be re-served at the location. 

Special permission may be obtained from the local distribution 
supervisor for waiving of the monthly customer charge only when initial 
service is being rendered and no gas except test gas has been passed by 
the meter. 

A full monthly customer charge will be rendered whenever service has 
been used for more than fifteen (15) days of a billing month, even if 
the consumption of the customer is zero (0). 

If service is used less than fifteen (15) days in a given billing month 
and any consumption is recorded, the normal billing procedure shall 
apply. 

MONTHLY BILLS 

Bills for gas service will be rendered monthly unless otherwise 
specified. The term "month" for billing purposes shall mean the period 
between any two consecutive readings of the meter by the Company, such 
reading to be taken as near as practicable every thirty (30) days. 

Bills are due upon rendition and payable within a period not exceeding 
ten (10) days after the date of mailing. 

DATE OF ISSUE December 18, 1997 DATE EFFECTIVE November 30, 1997 
ISSUED BY Glenn R. Jenninqs & f ? . A k  TITLE President 

Issued by authority of an Order of the Public Service Commission of KY in 
CASE NO. 97-066 DATED December 8, 1997 

Name of Officer " 



AG-20-b - 1995 I 

Summary of Customer Deposits 

6. 

7. 

8. 
9. 

I O .  

~ 

May 23,535 48,195 368,278 

June 19,370 55,940 331,708 

July 15,950 25,975 321,683 

August 25,980 21,715 325,948 
September 38,110 36,470 327,588 

Page I 

11. October 64,847 1531 5 377,120 

12. November 64,453 28,412 413,161 

13. December 27,561 60,075 380,647 
~~ 

14. Total (L1 through L13) 
15. Average balance (L14 - 13) 
16. Amount of deposits received during 1995 

17. 
18. 

19. 
20. Interest Daid durina 1995 

Amount of deposits refunded during 1995 
Number of deposits on hand end of 1995 

Average amount of deposit (L15,Col. (d) - L18) 

400,204 434,994 4,946,190 
30,785 33,461 380,476 

400,204 
434,994 

3,459 

110 

26,100 



AG-20-b-1-1996 
Delta Natural Gas Companv. Inc. 

2. 

3. 

4. 

CASE NO. 99-176 
I 

January 27,585 18,352 389,880 

February 28,427 17,053 401,253 

March 28.81 0 55.221 374,842 

Summaw of Customer DeDosits 
I 

April 

May 
June 

I 1996 I I I 

24,286 33,766 365,362 
23,248 47,083 341,527 
18,924 56,205 304,246 

1. I Balance Beainnina of 1996 I I I 380,647 I 

17.1 Amount of deposits refunded during 1996 401,041 I 

5. 

18. 

19. 

6. 

7. 

Number of deposits on hand end of 1996 

Averaae amount of deDosit (L15,Col. (d) - L18) 

3,224 

110 

20. I Interest paid during 1996 

8. 

9. 
10. 
- 

24,062 

11. 
12. 
13. 
14. 
15. 
16. 

July 19,950 26,935 297,261 

August 26,990 22,500 301,751 

September 33,190 32,898 302,042 

October 78.145 14.758 365.430 
November 62,944 I 22,985 I 405,388 
December 29,143 I 53,285 I 381,246 

Total (L1 through L13) 401,640 I 401,041 I 4,610,874 
Average balance (L14 - 13) 30,895 30,849 354,683 

Amount of deDosits received durina 1996 401.640 

Page 1 
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CASE NO. 99-176 1 
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AG-20-b - 1997 
Delta Natural Gas Company, Inc. 

I 

I I I I 

Summary of Customer Deposits 
1 I I I 

Month 
(a) 

Balance Beginning of 1997 

January 
Februaw 

I 1997 I 

Receipts Refunds Balance 
(b) (c) (4 

381,246 

36,525 19,318 398,454 

21.068 9.670 409,852 

Line k 

@ 

I I 

2. 

3. 
4. 

5. 
6. 
7. 
8. 

9. 

IO. 
11. 
12. 

13. 

14. 

15. 
16. 
17 

18 
19. 
20 

March 15,455 I 24,059 I 401,247 

April 18,494 I 28,829 I 390,913 

Mav I 18,275 I 29.501 I 379,686 
June 
Julv 

15,545 26,670 368,56 1 
12,133 20,592 360,102 

August 
September 

23,690 13,235 370,557 

30.481 8.880 392.158 
~ 

October 
November 

64,180 12,650 443,688 

50,852 9,340 485,200 

December 

Total (L1 through L13) 
Average balance (L14 - 13) 

29,970 16,604 498,566 

336,667 219,347 5,280,230 
25,897 16,873 406,172 

Page 1 

Amount of deposits received during 1997 336,667 I 
Amount of deposits refunded during 1997 

1 Number of deposits on hand end of 1997 
21 9,347 

3,692 

Average amount of deposit (L15,Col. (d) - L18) 

Interest paid during 1997 

110 
13,161 



AG-20-b - 1999 
Delta Natural Gas Company, Inc. 

1. 
2. 

I I I I I 

CASE NO. 99-176 

Balance Beginning of 1999 594,863 
Januarv 28.469 17.850 605.483 

3. 
4. 
5. 

6. 
7. 

I I 1999 ! ! I I 

~~ ~~ 

February 29,975 18,972 616,487 

March 24,144 30,628 61 0,003 

April 18,051 46,298 581,755 

May 12,749 49,181 545,324 

June 15.847 36,908 524,263 

8. 

9. 
I O .  

~~ ~ ~ 

July 12,865 21,620 51 5,508 

@ 
11. 

12.. 
13. 
14. 

15. 

Total (L1 through L13) 142,100 221,455 4,593,687 
Averaae balance (L14 - 13) 10.931 17,035 353,361 

I 17. I Amount of dePosits refunded durina 1999 I I 221.455 I I 

~ 

16.1 Amount of deposits received during 1999 142,100 I 

Page 1 

18. 
19. 

20. 

Number of deposits on hand end July 1999 3,212 
110 

Interest Daid durina 1999 15,908 

Average amount of deposit (L15,Col. (d) - L18) 





21. 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

With regard to Customer Advances for Construction which the Company has treated as 
a rate base deduction in this case, please provide the following information: 

a. Describe the Customer Advances for Construction receipt and refund policy used 
by the Company. 

b. Provide the actual monthly Customer Advances for Construction customer balances 
for 1998 and 1999 through July or the most recent month for which actual data are 
available in the same format as shown for Customer Deposits on Item 12n, page 4 
of 6, Le., showing actual monthly receipts, refunds, and the net cumulative 
balances. 

RESPONSE: 

a. Delta will extend natural gas main facilities within normal construction conditions to a customer 
beyond the standard extension criteria utilizing a prepayment agreement. The customer must 
deposit with Delta the construction cost of $7.00 per foot for main beyond the initial 200-foot 
extension criteria that is provided at no cost. Prepayment deposits are held by the Company 
for a period of 10 years unless another customer should connect to the portion of the line in 
which the customer has made a deposit. Customer refunds are administered at $1,400 per 
new customer not to exceed the amount of the prepayment deposit. Refunds are not 
available to the customer beyond the expiration of the Prepayment Agreement. 

b. See Attached 

Sponsoring Witness: 

John Brown 



Item 21 b 

(1 86,200) 
0 

(61,600) 
(30,800) 

(275,800) 
(1 9,600) 

(574,000) 

Delta Natural Gas Company, lnc. 

Case No. 99-176 

Actual Monthly Customer Advances for Construction Customer Balances 

4,300 
0 
0 

1,000 
0 
0 

5,300 

ine No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 
15 
16 
17 
18 
19 

Month 

3alance Beginning of test year 
1 st Month 
2nd Month 
3rd Month 
4th Month 
5th Month 
6th Month 
7th Month 
8th Month 
9th Month 
10th Month 
11 th Month 
12th Month 

Total 

1st Month (1999) 
2nd Month 
3rd Month 
4th Month 
5th Month 
6th Month 

Total 

Receipts I Refunds 1 
(70,000) 

0 
0 

(2 8,000) 
(67,200) 
(10,745) 
(54,880) 

(299,460) 
0 
0 

(1 30,200) 
(14,000) 

(674,485) 

0 
0 
0 

800 
0 

308,780 
0 
0 

600 
0 
0 
0 

31 0,180 

(3,027,045: 
(3,097,045: 
(3,097,045: 
(3,097,045: 
(3,124,245: 

(2,893,410: 
(2,948,290: 
(3,247,750: 
(3,247,150: 
(3,247,150: 
(3,377,350: 
(3,391,350: 

(3,191,445: 

(3,573,250: 
(3,573,250: 
(3,634,850: 
(3,664,650: 
(3,940,450: 
(3,960,050: 

I I 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

22. With regard to the monthly balance of $126,000 for Medical Self Insured and of 
$25,000 for Other Self Insured, please provide the following information: 

a. Provide the monthly balances for both of these accounts for 1995, 1996, 
1997 and I999 through the most re* cent actual month available. 

b. Explain the reasons and purposes of these two reserve accounts. 

c. Have these accrued balances been funded with above-the-line expense 
accru a I s? 

d. What were the dollar amounts of the expense accruals to fund these self 
insurance reserves that were included as above-the-line expenses in the 
Company's prior rate case? 

What are the dollar amounts of the expense accruals to fund these self insurance 
reserves that are included as above-the-line expenses in the Company's current 
rate case? In addition, describe in which expense account these accruals are 
recorded. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

Item 22 
AG Dated 811 1/99 

1 Item 22a 
2 In accordance with generally accepted accounting principles, an accrual has been 
3 established to approximate the expenses incurred but not paid at any given time. The 
4 $126,000 accrual for Medical Self Insured was established at 6130194. The $25,000 
5 accrual for Other Self Insured was established 6/30/92. 
6 
7 Item 22b 
8 Delta is self insured for employees' health insurance purposes; therefore, the Medical Self 
9 Insured is set up to cover any possible expenses. Delta carries only liability insurance on 

10 automobiles and pays deductibles on most all of its other insurance policies. The $25,000 
11 is designed to cover any outstanding liability at any given point in time related to this 
12 exposure. 
13 
14 Item 22c 
15 These accrued balances have not been funded with above-the-line expense accruals. 
16 
17 Item 22d 
18 There was no expense accruals to fund these self insurance reserves in the prior rate 
19 case. 
20 
21 Item 22e 
22 There is no above-the-line expense accruals to fund these self insurance reserves in the 
23 current rate case. 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

23. Please provide all amortization expenses included in the 1998 test year 
"above-the-line" operating results. In addition, for each amortization expense, 
provide the following information: 

a. Approved or not approved for rate making purposes through prior PSC rulings. 

b. Amortization period and whether this period was approved by the PSC. 

c. Annual amortization amount 

d. Original amortization starting date and amortization expiration date. 

RESPONSE: 

See Attached 

WlTN ESS: 

John Brown 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Date: 811 7/99 

DELTA NATURAL GAS COMPANY, INC. 

12 Mos ended 1213 1/98 
CASE NUMBER 99- 176 

a. Approved 

b. Approved 

c. $149,332 

d. 

1.181.03 - Unamortized Debt Expense - Debenture Due 10/23 

Started 1993; Amortized until expiration of debenture 

1.181.04 - Unamortized Debt Expense - Debenture Due 4/11 

Started 1991; Expired 1998 

1.181.05 -Unamortized Debt Expense - Debenture Due 7/26 

Started 1996; Amortized until expiration of debenture 

1.181.06 - Unamortized Debt Expense - Debenture Due 04/18 

Started 1998; Amortized until expiration of debenture 

Item 23 
Page 1 of 1 





ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

24. Identify any information, as soon as it known, which would have a material effect 
on net operating income, rate base and cost of capital, which occurred after the 
preparation of Delta's filing and was not incorporated in the filed testimony, exhibits 
and filing requirements. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 



Delta Natural Gas Company, Inc. 
Contingencies 
Case No. 99- 1 76 
AG - 24 

If any additional information which would have a material effect on net operating 
income, rate base and cost of capital becomes known, such will be supplied to all parties 
of record. 





3; 3 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

25. Please provide a listing (including associated dollar amounts) of all expenses and 
taxes other than income tax items that were booked in the 1998 test year but 
relate to prior periods. In addition, provide a brief description of each of such 
identified items. 

RESPONSE: 
See Attached 

WlTN ESS: 
John Brown 



Date: 8/16/99 Item 25 
Page 1 of 1 

DELTA NATURAL GAS COMPANY, INC. 

12 Mos ended 12/3 1 /98 
CASE NUMBER 99- 176 

1 
2 
3 

Delta books all expenses and taxes other than income tax items on the accrual basis. Therefore, 
items were not booked in the 1998 test year which relate to prior periods. 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

26. Please provide a listing (including associated dollar amounts) of all expenses and 
taxes other than income tax items booked in the 1998 test year that represent 
abnormal bookings that are not typically booked on an annual recurring basis. In 
addition, provide a brief description of each of such identified items. 

RESPONSE: 

See Attached 

WlTN ESS: 
John Brown 



c 

J 

Date: 811 6/99 

DELTA NATURAL GAS COMPANY, INC. 

12 Mos ended 1213 1/98 
CASE NUMBER 99- 176 

Item 26 
Page 1 of 1 

1 
2 tax audit. 

The only abnormal booking for the test year, 1998, was Delta’s settlement of $27,63 1 in a sales 





DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

27. Please provide all nod-recurring start-up expenses booked during 1998 
associated with the implementation of major new programs. In addition, provide a 
brief description of each of such identified. items. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 



Date: 8/16/99 Item 27 
Page 1 of 1 

DELTA NATURAL GAS COMPANY, INC. 

12 Mos ended 1213 1/98 
CASE NUMBER 99- 176 

1 
2 

Delta did not implement any major new programs during 1998 that required non-recurring start-up 
expenses. Delta’s projects during the year were plant related, for which the costs are capitalized. 



1 

.^ .. 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

28. Please provide a schedule showing all expenses, by expense type and in total, that 
were booked during the test year that directly or indirectly related to the 
implementation of the Y2K compliance and compliance testing. In addition, provide 
a description what activities and programs the Company has performed regarding 
Y2K compliance, when these activities started, when they are anticipated to end, 
and what specific portion of these activities were performed in 1998. 

RESPONSE: 
See Attached 

WlTN ESS: 
John Brown 



Delta Natural Gas Company, Inc. 
Y2K Related Expenses and Progress 

Case No. 99-1 76 
AG - 28 

1. 

2. 

3. 

4. 

5. 

Delta paid $1,335 for Year 2000 Inventory Training given by Arthur Andersen. 

Delta paid its legal counsel, Stoll Keenon & Park LLP, $3,014 for legal consultation 
regarding Y2K. 

The total amount Delta has paid for Y2K related items and/or services is $4,349. The legal 
counsel and inventory training are the only Y2K related expenses incurred during the test 
year. 

For information on Delta’s Y2K progress, see the attached Y2K Readiness Disclosure. 

As of December 3 1 , 1998, Delta had assessed approximately 80% of its inventoried items, 
systems and service providers. This assessment percentage for the items Delta deemed as 
“critical” stood at 82%. 



IDeIiEki XrndEmPrn.l Gaa c a m  
3617 Lexington Road 

Winchester, Kentucky 4039 1-9797 
Phone: 606-744-6 17 1 

Fax: 606-744-3623 

August 13,1999 

Attorney General 
RE: AG - 28 

Year 2000 Readiness Disclosure 

Dear Attorney General: 

We are in receipt of your recent request regarding Delta Natural Gas Company’s efforts to 
become Y2K compliant. We share your concern with respect to the importance of Y2K compliance. In 
fact, we have devoted a significant amount of time and resources to this issue. 

The Company is working to determine the potential impact of the Year 2000 on the ability of 
Delta’s computerized information systems to accurately process information that may be date-sensitive. 
Any of Delta’s programs that recognize a date using “00 as the Year 1900 rather than the Year 2000 
could result in errors or system failures. The Company uses a number of computer programs across its 
entire operation. 

in recent years, Delta has replaced virtually all of its financial computer systems (both hardware 
and software) with systems from third party vendors who certify their products as being Year 2000 
compliant. 

The Company has established a Year 2000 committee, comprised of members of management, 
which has coordinated an extensive inventory of all operational systems, including information technology 
(IT) hardware and software, as well as non-IT embedded systems such as process controls for gas 
delivery and metering systems and service providers. 

The Committee is assessing the likelihood of miscalculations or system failures as a result of these 
items, systems or service providers. The Company has currently assessed approximately 97% of these 
inventoried items, systems and service providers. This assessment percentage for the items Delta deems 
as “critical” stands at 98%. Delta has been diligently working to insure that critical or otherwise important 
items assessed as certain to fail are either repaired or replaced so as not to cause business interruption 
or data integrity problems on January 1, 2000. 

The costs incurred to date related to its Year 2000 activities have not been material to the 
Company, and based upon current estimates, the Company does not believe that the total cost of its Year 
2000 readiness programs will have a material adverse impact on the Company’s results of operations or 
financial position. 



e 

a 

Re: AG 28 
August 13, 1999 
Page 2 

Like most businesses, the Company relies upon various suppliers and vendors in order to provide 
services and supplies to its customers. Delta understands that even though it is taking steps to prepare 
it could, nevertheless, be adversely affected by the failures and/or delays caused by any non-compliant 
equipment used by its suppliers or vendors. Therefore, Delta is currently gathering information regarding 
the steps its “mission-critical” suppliers and vendors are taking to become Year 2000 compliant. For 
instance, Delta has sent each of these parties a letter inquiring about the nature and extent of their efforts. 

Although the Company intends to complete all Year 2000 remediation and testing activities by the 
end of the third quarter of 1999, and although the Company has initiated Year 2000 communications with 
significant customers, key vendors, service suppliers and other parties material to the Company’s 
operations and is diligently monitoring the progress of such third parties in Year 2000 compliance, such 
third parties nonetheless represent a risk that cannot be assessed with precision or controlled with 
certainty. 

The major applications which pose the greatest Year 2000 risks for the Company if implementation 
of the Year 2000 compliance program is not successii~l are the gas delivery, metering and billing systems. 
Potential problems related to these systems include service interruptions to customers, interrupted 

revenue data gathering and poor customer relations resulting from delayed billing. 

The Company has drafted contingency plans to address alternatives in the event that Year 2000 
failures of automatic systems and equipment occur. These plans cover a wide range of possible scenarios 
and include steps to remediation. Also, included in the contingency plans are mitigating actions designed 
to lessen the chances of problem scenarios being realized. A final contingency plan is scheduled for 
completion by mid-year 1999. 

Nothing herein is intended to be, nor should anything herein be interpreted as, a warranty or a 
representation that our equipment and/or the equipment of our various suppliers or vendors will not, to 
some degree, be adversely affected by date-sensitive materials. Rather, this letter is merely intended 
to inform you that we are vigorously working to avoid any such things from occurring and to update you 
on the current status of our progress. This letter, as well as updates on our progress, can be viewed on 
www.deltagas.com. 

Thank you for your concern and attention to this important issue. If you have any further 
questions or inquiries, please do not hesitate to contact John Brown at the above address or at (606) 
744-6 1 7 1 . 

Very truly yours, 

John B. Brown 
Controller 

http://www.deltagas.com




DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMAITON 
CASE NO. 99-176 

29. The Company’s proposed income taxes (prior to the rate increase request) of 
$1,596,449 were based on an interest expense deduction amount of 
$3,114,019, as shown on FR 7(a). Please provide a schedule showing how 
this amount of $3,114,019 was derived and what the basis for it is. 

RESPONSE : 

See Item 25, WP 9-1 in Delta’s filing dated July 2, 1999 

Sponsoring Witness: 

John F. Hall 



Notes --- 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

30. Page 114 of the 1998 FERC Form 2, shows that the Company, as an "Option 2" 
company, can reduce its annual income taxes by $70,950 for the amortization of 
the Investment Tax Credit. The PSC adopted this tax expense credit of approximately 
$71,000 in the prior case. Please explain why the Company in the current case has 
again failed to reflect this income tax credit of $70,950. 

RESPONSE: 

I agree. The Income Tax Adjustment should reflect ITC Amortization. 

WITNESS: 

John Brown 





DELTA 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

31. In response to data request AG 2-8 in the prior rate case, the Company confirmed 
that the annual amortization of its excess deferred taxes due-to the FIT income tax 
rate change from 46% to 35% is $20,400 based on a 45-year amortization of the 
original excess deferred tax amount of $915,200. The AG in that case 
recommended amortizing this excess deferred tax amount over 35 years for an 
annual excess deferred tax credit of $26,150. This was adopted by the PSC in 
determining the Company's revenue requirement in the prior case. In this regard, 
provide the following information: 

a. Confirm the above statements. If you do not agree, explain your 
disagreement in detail. 

b. Confirm your agreement based on the PSC's adopted ratemaking treatment 
for this excess deferred tax amortization in the Company's prior case, it 
would be appropriate to reflect a similar tax credit of $26,150 for this excess 
deferred tax amortization in the current case. If you do not agree, explain 
your disagreement in detail. 

RESPONSE : 

a. I agree 

b. I agree 

JATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

WITNESS : 

John Brown 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

32. Please reconcile the 1998 total direct payroll costs of $6,251,888 with the total salaries 
and wages for 1998 of $6,125,333 on page 355 of the 1998 FERC Form 2. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



Delta Natural Gas Company, Inc. 
Reconciliation of Direct Payroll Costs with Total Salaries and Wages 

Case No. 99-176 

Item 32 

Line No. 

1 Direct Payroll Costs 6,251,888.00 

2 Stock (55,924.00) 
3 Transportation (45,l 14.00) 
4 Sick Pay (31,113.00) 
5 Workman's Compensation 4,094.00 
6 Benefits Not Earned 1,510.00 

7 6,125,341.00 

8 1998 FERC Form 2 6,125,333.00 
9 Difference due to rounding 8.00 



33. 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

With regard to the pro forma payroll tax increase of $8,937 on Schedule 6, provide the 
following information: 

a. Isn't it true that a portion of this tax increase is not charged to O&M expense but, 
rather, is allocated to construction, merchandising and subsidiaries through 
AIC 1.922 "Expenses Transferred"? If you do not agree, explain your 
disagreement in detail. 

b. What is the appropriate approximate percentage of the payroll taxes that is charged 
to construction, merchandising and subsidiaries? Would this be equal to the labor 
percentage for 1998 of 26% as can be calculated from page 355 of the 1998 FERC 
Form 2 (($1,576,796 + $16,818) / $6,125,333)? If not, explain why not. 

RESPONSE: 

a. This is correct. 

b. This is correct. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

34. 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

The response to Staff Item 34 shows the number of employees on the Company's payroll 
at the end of the year for 1993 through 1998. In this regard, provide the following information: 

a. For 1997 and 1998 and the 7-month period ended July 31, 1999, provide the actual 
monthly total number of employees and the resultant average number of employees 
during 1997,1998 and the 7-month period ended July 31, 1999. 

b. The budgeted total number of employees for the remainder of 1999. 

RESPONSE: 

a. See Attached 

b. The budgeted total number of employees for the remainder of 1999 is 185. 

Sponsoring Witness: 

John Brown 



n 

i 

Item 34 a 
Line No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Payroll Period 

01 / I  5/97 
0 1 I31 197 
02/15/97 
02/28/97 
0311 5/97 
03/31197 
0411 5/97 
04/30/97 
0511 5/97 
05/31/97 
0611 5/97 
06/30/97 
0711 5/97 
07/31 197 
0811 5/97 
08/31 I97 
0911 5/97 
09/30/97 
1011 5/97 
10131 197 
1 1 / I  5/97 
1 1 I30197 
1 Zl5/97 
1 213 1 I97 

Avg # of Employees 

1 I1 5/98 
1/31/98 
2/15/98 
2/28/98 
311 5/98 
313 1 I98 
411 5/98 
4130198 
511 5/98 
5/31 I98 
611 5/98 
6130198 
711 5/98 
713 1 198 
811 5/98 
8/31 198 
911 5/98 
9130198 
1011 5/98 
I 0131 198 
1 1 /I 5/98 
1 1/30/98 
12/15/98 
12/31/98 

# of EmDlovees 

181 
180 
180 
180 
180 
182 
182 
183 
183 
181 
180 
180 
181 
181 
181 
180 
181 
181 
182 
182 
181 
181 
181 
181 

181 

181 
180 
179 
178 
178 
179 
179 
179 
179 
180 
181 
181 
182 
183 
182 
183 
182 
182 
182 
181 
181 
181 
182 
182 

.50 Avg # of Employees 181 



.. 
c 

e 

e 

Line No. 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

65 

Payroll Period 

1 /I 5/99 
1/31/99 
2/15/99 
2/28/99 
311 5/99 
3/31 199 
411 5/99 
4130199 
511 5/99 
5/31/99 
611 5/99 
6130199 
711 5/99 
7/31/99 

Avg # of Employees 

# of Employees 

182 
182 
183 
182 
183 
183 
183 
183 
183 
183 
183 
183 
182 
183 

183 

Item 34 a 
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I DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

35. Please provide page 355 (distribution of salaries and wages) from the 1997 FERC Form 2. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



- 
Name of Respondent 1 This Report Is: I Date of Report 1 Year of ReDort 

- 
bin 
No 

- - 
48 - 
49 
50 

51 
52 

53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 

- 
- 
- 
- 
- - - - - 
- 
- 
- 
- 
- - 
- 
- 

E 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 

- 
- 
- 
- 
- 

I - 
95 
96 
- 
- 

(1) @ An Original (Mo, Da, Yr) 
0 3 / 3 1 / 9 8  Dec. 31, 1997 

DELTA NATURAL GAS C O M P A N Y ,  INC. 2) j-~ A Resubmission 
DISTRIBUTION OF SALARIES AND WAGES (Continued) 

I 

Classification Direct Payroll 
Distribution 

(Lines 29 and 41) 67,163 
Other Gas Supply (Lines 30 and 42) 
Storage, LNG Terminaling and Processing 
(tines 31 and 43) 38,523 

Transmission (tines 32 and 44) 
Distribution (tines 33 and 45) 2,768,070 
Customer Accounts (tine 34) 544,964 
Customer Service and Informational (Line 35) 

~- 
Sales /Line 36) - I  

Electric Plant 
Gas Plant 964,753 
Other 

Other I 
TOTAL Plant Removal (Total of lines 70 thru 72) 

Other Accounts (Specify): 

Merchandising 

Subsidiaries 

I W 1 AL Other Accounts 
TOTAL SALARIES AND WAGES 

3,327 

12 488 

15,815 
6,312,735 

Allocation of 
Payroll Charged for 
Clearing Accounts 

Total 

fd) 

814,000 1,778,753 

6 000 

i 

3,327 

18,488 I 

Next  page is 357 1 FERC FORM NO. 2 (ED. 12-88) Page 355 
~ 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

36. Considering page 355 from the 1998 FERC Form 2, explain what the total salaries and 
and wages charged to O&M are. Are they the amount of $5,346,719 (before allocation 
of clearing accounts) or are they the amount of $4,531,719 (after the allocation of 
clearing accounts)? 

RESPONSE: 

The total salaries and wages charged to 0 & M are $4,531,719. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

37. Footnote (1) of page 1 of 2 of PSC request Item 40 indicates that the total 
compensation for Mr. Jennings that are included in the 1998 test year above- 
the-line expenses include the same $24,000 of loan forgiveness expenses that 
were disallowed for ratemaking purposes by the PSC in the prior rate case, 
Case No. 97-066. Please confirm this. If this is not correct, explain the 
correct meaning of footnote (1). 

RESPONSE: 

Mi-. Jennings’ compensation does include the $2,000 per month loan 
forgiveness. 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

38. For each person listed on page 1 of 2 of PSC request Item 40, provide a breakout and 
description of the specific components making up the 1998 "Other Compensation" 
amounts shown in the second column. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



Line No. 

1 
2 
3 

4 

5 

6 

7 

- 
Glenn Jennings 

Alan Heath 

John F. Hall 

Robert Hazelrigg 

Johnny Caudill 

Delta Natural Gas Company, Inc. 
1998 Other Compensation 

Case No. 99-176 

Item 38 

Other 
CompensatiQn 

24,000.00 
1,496.00 

25,496.00 

985.60 

862.40 

704.00 

862.40 

cific CornDon& 

Loan Forgiveness 
Stock (Company Matching Portion) 

Stock (Company Matching Portion) 

Stock (Company Matching Portion) 

Stock (Company Matching Portion) 

Stock (Company Matching Portion) 



DELTA NATUWL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

39. Please provide a detailed breakout showing all of the components and associated 
dollar amounts for the ($4,159,439) amount in N C  1.922 Expenses Transferred. 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 



Line ## 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 

22 
23 
24 
25 
26 
27 

Delta Natural Gas Company, Inc. 
Case No. 99-1 76 

AG item 39 

Expenses Transferred 

Canada Mountain (NC 922.01) 

Return on equity 
Short-term debt 
Long-term debt 
Depreciation expense 
Property tax expense 
Storage rental expense 
Interest expense 
Payroll expense 
Other 
income tax expense 
Unrecovered costs--Case 98-055 

A&G Costs (NC 922) 

Administrative payroll, benefits and other A&G 
costs to construction 

Clearing of benefits, liability insurance and payroll 
taxes for field personnel to construction 

Costs transferred to subs 

591,468 
61,973 

571,370 
273,757 
50,213 
50,004 
96,917 
37,723 
26,074 

386,059 
(32,696) 

2,112,862 

1,479,491 

556,286 

10.800 
2,046,577 

4.1 59.439 



P 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST BATED 8/11/99 

40. Provide a summary description and copy of all incentive compensation 
programs, bonus programs, and other similar programs currently in effect for 
Delta’s top management and other employees. 

In addition, provide a schedule showing the amounts of such incentive 
compensation expenses booked by the Company during the 1998 test year, 
1997 and 1996. Also, indicate in which account (number and description) 
these incentive compensation expenses are recorded. 

RESPONSE: 

Delta has no such programs. 

There were no amounts recorded during the test year nor the previous year. 
In 1996, bonuses were paid based upon final audited results at 6/30/96. 
Such amounts were set forth in Delta’s last rate case, No. 97-066, to which 
the AG was a party and Delta refers the AG to the record in that case. As 
the AG can see, Delta voluntarily removed such amounts from the 
requested expenses in the last rate case. 

Attached is Delta’s Response to this question from Case 97-066. It is still 
applicable. 

WITNESS: Glenn R. Jennings 



.. 
4' r 

,--.. a COMMONWEALTH OF KENTUCKY 
BEFORE: THE PUBLIC SERVICE COMMISSION 

A'ITORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
DATED MAY 2,1997 

68. Provide a management summary description and a copy of all inccntivc 
compensation programs, bonus programs, and other similar programs currently 
in effect for Delta's top management and other employees. 

RESPONSE: 

Them are no incentive or bonus plans in effect. The management audit 
recommended that Delta consider a merit pay system and that Delta incrcase 
the emphasis on corporate and individual performance when determining 
executive compensation. Delta changed its employce evaluation process several 
years ago so that employees have goals and are cvaluatcd for wage increases 
and cash incentives based upon their overall performance as well as how wcll 
they met their particular goals. Each year since 1992 Dclta has cotisidcrcd 
additional cash payments to all employees based upon Delta's final audited 
financial results. If results allow additionaI cash compensation to bc paid, then 
amounts are provided to all employees. This considers thcir individual 
performance as well, and not all employees receive tfic same amount or 
percentage. 

This has been done on a year to year basis, and in somc years amoutits Iiavc 
bccn lcss than in others. Sometimes nothing is provided if ovcrall financial 
rcsults do not allow it. This is not a plan, merely guidelines that arc cotisidcrcd 
on a year-to-year basis for all employees. 

It is for this reason that Delta removed these payments from the test year in this 
rate case. Rased upon Delta's financial results so far this fiscal year, incentive 
compensation will not be likely. In fact, the company probably will not earn its 
dividend this year and if that is the case then no addition4 compensation will 
even be considered at all. Thus Delta removed any such payments from 
consideration in tlic case. 

Sponsoring Wit ness: 

Glenn Jennings 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

41. Please provide the most recent executive compensation studies performed by or for 
Delta which would show that the total compensation paid by Delta to its executive 
officers is reasonable and comparable to the compensation levels paid to 
executives in comparable sized companies in comparable industries. Also specify 
the time period of the study period. 

RESPONSE: 

See attached study, which indicates that Delta’s compensation is 
unreasonably low and not comparable since other companies’ compensation is much 
higher. 

WITNESS: Glenn R. Jennings 



A Stone s~Webstes. 
Founded 1889 

August 5,1999 

Mr. Glenn R. Jennings 
President and Chief Executive Officer 
Delta Natural Gas Company 
36 17 Lexington Road 
Winchester, Kentucky 40391 

Dear Mr. Jennings: 

Stone & Webster Management Consultants, Inc. has completed a survey of total cash 
compensation for the position of Chief Executive Officer in ten small gas companies. Exhibit 1 
shows the survey companies along with their state locations and size in terms of total 
capitalization. Delta Natural Gas is at the median size of the survey group with five companies 
larger and five smaller. 

The survey results are shown on Exhibit 2. It contains all the elements of total annual cash 
compensation including base annual salary, annual bonus, long-term awards, company 
contributions to 401K plans, and other cash compensation. The key comparison measure is total 
annual compensation which had a median value of $279,700 for the survey group compared to 
$187,700 for Delta. As a result, we believe the total cash compensation for Delta's CEO is not 
competitive with pay practices in the small gas company sector. 

Another perspective is to compare Delta with Berkshire Energy Resources which is slightly 
smaller than Delta but closest in total capitalization. The CEO at Berkshire received $235,600 in 
total compensation, which is 25% more than Delta. 

Finally, we note the relationship of total compensation to total capitalization expressed as a 
percentage. At Delta, the relationship is 0.234%, which is nearly 30% below the survey median. 

We would be pleased to discuss our survey with you and answer any questions you may have. 

' I  Victor R. Desposito! Jr. 
Vice President 

Stone & Webster Management Consultants, Inc 

One Penn Plaza, 250 W. 34th Street 
New York, New York 10119-2998 
Phone: 212.290.7000 
Fax: 212.290.7033 
w.stoneweb.com 

http://w.stoneweb.com


EXHIBIT 1 

North Carolina Natural Gas 

DELTA NATURAL GAS COMPANY 
EXECUTIVE COMPENSATION SURVEY 

COMPARISON COMPANIES 

North Carolina $1 85,190 

Providence Energy Corporation 

EnergySouth, Inc. 

Rhode Island $173,117 

Alabama $123,432 

EnergyNorth, Inc. New Hampshire $104,655 

I MEDIAN SIZE $85,865 

Chesapeake Utilities 

Berkshire Energy Resources 

Valley Resources, Inc. 

Fall River Gas Company 

Energy West 

Corning Natural Gas Corp. 

Delaware $93,953 

Massachusetts $77,777 

Rhode Island $69,174 

Massachusetts $37,309 

Montana $29,387 

New York $17,328 

Delta Natural Gas Company Kentucky $80,110 
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DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

' ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

42. Please expand the response to AG request Item 65a in the prior rate case, by providing 
total payroll, incentive compensation, and other bonus compensation for years 1996, 
1997 and 1998. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



Line No. 

Delta Natural Gas Company, Inc. 
Case No. 99-176 

Compensation Associated With Incentive Program, Bonus Program, etc. 

Item 42 

1998 1997 1996 

1 Total Payroll 6,125,333 6,312,735 5,781,054 

3 Christmas Bonus - - - 
2 Incentive Compensation - - 378,146 
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e 
43. 
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DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

With regard to the actual 1998 total payroll amount of $5,893,686 and the annualized payroll 
amount of $6,009,885 shown on WP4-1, please provide the following information: 

a. 

b. 

C. 

d. 

Confirm that both amounts are total payroll amounts and not payroll amounts charged 
to O&M expense (Le., both amounts still include payroll to be charged to construction, 
merchandising, and subsidiaries). If you do not agree, explain your disagreement in 
detail. 

Provide workpapers showing all assumptions and calculations used to determine the 
annualized payroll amount number of $6,009,885. In addition, indicate the number 
of employees underlying the annualized payroll amount number of $6,009,885, as 
well as the basis for any assumed wage and salary increases built into the 
annualization adjustment calculations. 

What represents the difference between the 1998 actual total payroll amount of 
$5,893,686 and the total 1998 actual payroll amount of $6,125,333 on page 355 of 
the FERC Form 2? 

Given the facts stated in part a. above, isn't it true that the proposed pro forma 
payroll adjustment should be reduced to only reflect the portion of this payroll 
increase that will be charged to O&M expense? If you do not agree, explain your 
disagreement. 

RESPONSE: 

a. This is correct. 

b. See attached. 

c. The difference between the 1998 actual payroll amount of $5,893,686 and the total 
1998 actual payroll amount of $6,125,333 is the Overtime amount of $167,766 and 
the Part-time amount of $63,889. 

d. This is correct. 

Sponsoring Witness: 

John Brown 
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b. 1213 1/98 Pay Period 
Overtime 
Part-time 

# of pay periods 
Annualized payroll 

Delta Natural Gas Company, Inc. 
Case No. 99-176 

Item 43 b 

261,442.23 
(9,413.84) 
(1,61650) 

250,411.89 
X 24 

6,009,885.36 

The number of employees underlying the annualized payroll number of $6,009,885 is 182. 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL'S INITOAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

44. Please reconcile the total Salaries and Wages amounts for the years 1993 through 1998 
to the total salaries and wages amounts for the corresponding years shown on page 355 
of the Company's FERC Form 2. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 
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DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL IREQUEST FOR INFORMATION 
CASE NO. 99-176 

45. With regard to line 2 of Schedule 4, provide a detailed breakout (expense 
account, account description and account dollar amount) of the 4172,711 
“Account Disallowed in Case No. 97-066”. 

RESPONSE: 

See response No. 30 c to the PSC’s data request dated August 11, 1999. 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

46. With regard to line 3 of Schedule 4, provide a detailed description (by Trial 
Balance account number and associated dollar amount) of all of the expense 
components included in the $121,120 Canada Mountain expense removal 
adjustment. 

RESPONSE: 

See response No. 30 b to the PSC’s data request dated August 11, 1999. 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL'S l"IAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

47. Please veri@ that all insurance expenses included in the adjusted 1998 test 
year results are exclusive of Canada Mountain related insurance. If not, 
identifl the Canada Mountain related insurance amount that should be 
removed. 

RESPONSE: 

Insurance expenses were not exclusive of Canada Mountain related insurance. 
We feel that the following Canada Mountain related insurance amount should 
be removed. 

Canada Mountain Total Plant 
$13,580,9 16 / $128,546,542 = 10.56% 

$241,644* x 10.56% = $25,518 

*Includes --- General & Excess Liability, Property, Boiler & Machinery, and 
Operators Extra Expense 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

48. By the same expense categories as requested in PSC data request Item 48, provide the 
actual (out-of-pocket) rate case expenses incurred by Delta for the prior case, Case 
NO. 97-066. 

RESPONSE: 

Consultants $ 59,764 
Supplies 6,s 18 
Legal 48,309 
Newspaper advertising 14,156 

$129,047 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

49. Please provide a breakdown of the expense components making up the Acct. 928 
- regulatory commission expenses of $1 04,940 for the 1998 test year. 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 



DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31-98 
CASE NO. 99-176 

Item 49 

* 

Line No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 

1/31/1998 DOT Pipeline Safety Program for 1998 
1/31/1998 Prepayments write off for Ky State Treasurer 
2/28/1998 Prepayments write off for Ky State Treasurer 
3/31/1998 Prepayments write off for Ky State Treasurer 

4/30/1998 Prepayments write off for Ky State Treasurer 
5/31/1998 Prepayments write off for Ky State Treasurer 
6/30/1998 Prepayments write off for Ky State Treasurer 

7/31/1998 Prepayments write off for Ky State Treasurer 
8/31/1998 Prepayments write off for Ky State Treasurer 
9/30/1998 Prepayments write off for Ky State Treasurer 
10/31/199 Prepayments write off for Ky State Treasurer 
11/30/199 Prepayments write off for Ky State Treasurer 
12/31/199 DOT Pipeline Safety Program for 1998 
12/31/199 Prepayments write off for Ky State Treasurer 

TOTAL ACCOUNT 1.928 

20,870 
4,050 
4,050 
4,050 
4,050 
4,050 
4,050 
5,961 
5,970 
5,970 
5,970 
5,970 
23,960 
5,970 

104,940 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

50. Please provide a listing, associated dollar amounts and a description of all 
expenses incurred and/or proceeds received during 1998 relating to law suits, the 
settlement of law suits or other legal action and indicate in which account(s) these 
expenses and/or proceeds were recorded. In addition, indicate to what extent 
these. expenses and/or proceeds have been incorporated into the above-the-line 
operating results for the test year. 

RESPONSE: 

See Attached 

WITNESS: 
John Brown 
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DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

51. Please provide the actual nine 1.926 Employee Pension and Benefits Trial Balance accounts 
for 1997. 

RESPONSE: 

See attached 

Sponsoring Witness: 

John Brown 

a 



Line No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

m 
1.926.01 
1.926.02 
1.926.03 
1.926.04 
1.926.05 
1.926.06 
1.926.07 
1.926.08 
1.926.09 

Delta Natural Gas Company, Inc. 
Case No. 99-176 

Employee Pension and Benefit Accounts 

Item 51 

Description 
. .  

Time Off Payroll 
Pension 
Employee 401 K Plan 
Medical Coverage 
Salary Continuation Coverage 
Employee Stock Plan 
Employee Education 
Employee Recreation & Social 
House Trailers 

Calendar 
XBZ 

457,713 
327,437 
140,064 
889,796 
101,719 
53,601 
2,198 
6,926 
2,291 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 811 1/99' 

52. Please provide a description and the associated dollar amounts of all expenses 
booked in 1998 (show account numbers) relating to: 

- employee gifts and award banquets 
- social events and parties 
- sports leagues 
- fines and penalties 

RESPONSE: 
See Attached 

WlTN ESS: 

John Brown 
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53. 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

With regard to N C  1.926.03 Employee 401 ( k ) Plan expenses, please provide a workpaper 
showing exactly what the basis is for these expenses and how they were calculated. In 
addition, explain the large increase that the 1998 test year expense of $180,370 represents 
over the expense levels incurred in 1995, 1996 and 1997. 

Response; 

Delta's Employee 401 K Plan expenses are calculated based on an employee's election to 
defer 2% to 15% of their salary. This is the employee's basic compensation as of July 1 st. The 
employer will contribute a matching contribution equal to 50% of the employees salary deferral 
contribution up to a deferral of 5% of the basic compensation. The maximum matching 
contribution by the Company is 2.5%. 

The increase in expense level is due to the increase in the maximum matching contribution by the 
Company, a reclassification of the Pension expense due to an account distribution correction made 
for a Trustee fee for 1997, increase in salaries, and percentage changes made by participants. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL WEQUEST FOR INFORMATION 
CASE NO. 99-176 

54. With regard to the $77,561 adjustment shown on line 7 of Schedule 4, please provide the 
following information: 

a. 

b. 

RESPONSE: 

a. 

b. 

Workpaper showing the derivation and all actual source documentation 
underlying the proposed adjustment. 

For each of the last 10 years, 1989 through 1998, provide any recoveries of funds 
from Delta’s stop-loss insurance coverage applicable to prior periods. 

See the PSC data request dated August 11,1999 No. 30a(l). 

It could not be determined from the data prior to 1997 what amounts were 
applicable to prior periods. 

Sponsoring Witness: 

John F. Hall 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

55. With regard to the response to PSC data request Item 30 (Uncollectibles), please 
provide the following information 

a. 

b. 

C. 

d. 

For each year listed, provide the Total Revenues underlying the percentages 
on line 6 and indicate whether these Total Revenues include GCR revenues. 

Are uncollectibles related to GCR revenues collected via the GCR 
mechanism or through base rates? 

Page 325 of the Company's 1998 FERC. Form 2 shows that for 1998 and 
1997 the uncollectibles were $345,870 and $31 0,000, respectively. Do these 
amounts represent accruals (provisions) or actual net write-offs? In addition, 
reconcile these two amounts to the uncollectible data for 1998 and 1997 on 
Item 30. 

Explain the reasons why the provision percentage of 73% for the 1998 test 
year is so much higher than the provision percentages for the prior 5 years. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 
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DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

56. Please provide a complete breakdown, including a brief description and the associated 
dollar amount, for all of the expense item included in each of the following accounts: 

-1.921.06 Miscellaneous other items 
-1.921.07 Employee Memberships 
-1.926.08 Employee recreational & social 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 
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DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL’S INITIAL WEQUEST FOR INFORMATION 
CASE NO. 99-176 

57. With regard to the 1998 Travel Etc expenses booked in A/C 1.92 1.2 1 through 1.92 1.26, 
please provide the following information: 

a. Provide all spousal travel expenses included in the total expenses for these 
accounts. 

b. Provide all details and brief descriptions for the expenses booked in each of these 
1.92 1 accounts. Details should include reason for travel, travel destination and 
expenses broken out by each trip. 

RESPONSE: 

a. See Attached 

b. See Attached 

Sponsoring Witness: 

John Brown 
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DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

58. Please provide all underlying details for the 1998 expense amount of $30,758 for 
meals and entertainment. Details should include reasons for meals and 
entertainment, locations, and expenses broken out for each occasion. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’§ DATA REQUEsT DATED 8/11/99 

59. With regard to each of the outside service accounts shown for 1998 in response to 
PSC data request 26, please provide the actual annual expenses booked during 
1996 and 1997. 

RESPONSE: See Attached 

W ITN E S S : John Brown 



Line No. 
1 
2 
3 
4 
5 
6 

DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31-98 
CASE NO. 99-176 

AC # ACCOUNT NAME 

192301 OUTSIDE SERVICES LEGAL 
192302 OUTSIDE SERVICES ACCOUNTING 
192303 OUTSIDE SERVICES JANITORIAL 
192304 OUTSIDE SERVICES OTHER 
192305 OUTSIDE SERVICES COMPUTER 

Item 59 

1997 

59,744 
85,113 
50,216 
79,284 
35,228 

1996 

1 10,584 
108,172 
49,418 
148,012 
35,436 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

60. With regard to the test year legal expenses of $73,126 in A/C 1.92301 shown in 
response to PSC data request #26, please provide the following information: l 

a. Please provide the portion of the total legal expenses of $73,126 that is 
attributable (directly or indirectly) to outside legal assistance related to the 
legislative session. Indicate these expenses by outside legal service provider. 

b. Please provide the portion of the total legal expenses of $73,126 that is 
attributable (directly or indirectly) to outside legal assistance related to the 
Canada Mountain project that was not already removed by Delta in its pro 
forma expense adjustment to remove all Canada Mountain expenses from the 
filing. 

RESPONSE: See Attached ~ 

I 

WITNESS: John Brown 



DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31-98 
CASE NO. 99-176 

Line No. 

1 Item 60.a. No legal expenses relating to legislative session or lobbying are directly or ‘1) 
2 
3 
4 

or indirectly related to account 1.923.01 

5 
6 related to account 1.923.01. 

Item 60.b. No legal expenses relating to Canada Mountain are directly or indirectly 

8 

e 

Item 60 





DELTA NATl RAL GAS COMP 
CASE NO. 99-176 

31 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

61. With regard to the Outside Services Other expenses of $97,053 in N C  1.92304 
shown in the response to PSC data request # 26, please provide the following information: 

a. What is the portion of the total expense amount of $97,053 that is attributable 
(directly or indirectly) to lobbying activities and activities relating to the 
legislative process? 

b. What is the portion of the total expense amount of $97,053 that is attributable 
(directly or indirectly) to Canada Mountain and the Delta subs? 

RESPONSE: See Attached 

WITNESS: John Brown 



DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12/31/98 
CASE NO. 99-176 

Item 61 .a. b. 

1 Item 61 .a. 
2 
3 
4 
5 
6 
7 
8 Item 61.b. 
9 
10 

No expenses in Account 1.934.04 were attributable directly or indirectly 
to lobbying activities or the legislative process 

No expenses in Account 1.934.04 were attributable directly or indirectly 
to Canada Mountain or the Delta subs. 



62. 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

Please provide the actual Director's Fees and Expenses for each of the last 5 years, 
1994 through 1998. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John Brown 



Delta Natural Gas Company, Inc. 
Case No. 99-176 

Director's Fees and Expenses 

Item 62 

Director's Fees 
Line No. Year and Expenses 

1 1998 88,800 
2 1997 107,050 
3 1996 130,376 
4 1995 101,027 
5 1994 117,771 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

AITORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

63. What represent the "incentive Program" expenses listed under account 193004 in 
the response to PSC data request Item 25b? 

RESPONSE: "Incent ive  Program" expenses l i s t e d  under account 193004 were f o r  
t h e  "water h e a t e r  conversion program" from propane t o  n a t u r a l  gas .  

WITNESS: John Brown 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

64. Please provide the 1999 P&L Budget in the same format and detail as per the 
response to AG Item 8 in the Company's prior rate case. 

RESPONSE: See Attached 

WlTN ESS: John Brown 



elta Natural Gas Co., Inc. 
EM64 - 1999 Budget of bas120 (Reporter) 
hursday, August f2, 1999 3:30:00 PM 

Delta Natural Gas Co., Inc. 
Fiscal I999 P&L Budgets 

I Fiscal 1999 

GENERAL SERVICE RATE 

RESIDENTIAL 

1.480.010 - GS RATE SALES RESIDENTIAL JFH 

COMMERCIAL 

1.480.020 - GS RATE SALES OTHER COMMERCIAL JFH 

1.480.040 - GS RATE SALES SMALL COMMERCIAL JFH 

INDUSTRIAL 

1.480.030 - GS RATE SALES INDUSTRIAL JFH 

Budget 

-37,208,000 

-22340,500 

-22,540,500 

-13,092,500 

-7,102,400 

-5,990,100 

-1,575,000 

-1,575,000 

1.488.020 - RECONNECT REVENUE JFH 

L 

INTERRUPTIBLE RATE -528,400 

INDUSTRIAL -528,400 

-75,500 

1.488.040 - BAD CHECK REVENUE JFH 

TRANSPORTATION REVENUE 

OFF SYSTEM TRANSPORTATION REVENUE 

-3,500 

-4,z05,7oa 

-365,000 
I 

1.489.020 - OFF SYSTEM TRANSP REVENUE JFH I -365,ooa 
I 

ON SYSTEM TRANSPORTATION REVENUE -3,840,70C 
I 

1.489.040 - ON SYSTEM TRANSP REVENUE JFH I 3,840,70( 
I 

OFF SYSTEM TRANSPORTATION REVENUE I -365,OOa 
I 

1.489.020 - OFF SYSTEM TRANSP REVENUE JFH I -365,OOC 
I 

ON SYSTEM TRANSPORTATION REVENUE I -3,840,70( 
I 

1.489.040 - ON SYSTEM TRANSP REVENUE JFH I 3,840,70( 

I I 
D.\DATA\cwnos\ModeIs\bas120.mdc 

hursday, August 12, 1999 3:18:19 PM 
@age 1 



I .  

elta Natural Gas Co., Inc. 
EM64 - 1999 Budget of bas120 (Reporter) 

August 12, 1999 3:30:00 PM 

Delta Natural Gas Co., Inc. 
Fiscal 1999 P&L Budgets 

DELTA NATURAL GAS CO, INC. Layer 2 of 7 

PURCHASED GAS 

PURCHASED GAS 

1.803.000 - PURCHASED GAS JFH 

RECOVERY OF CANADA MOUNTAIN 

1.922.010 - EXPENSES TRANSFERRED (CANADA MOUN 

OPERATION EXPENSE 

LABOR 

1.900.010 - TRANS & DIST. PAYROLL JLC 

1.903.010 - CASHERING PAYROLL JLC 

1.920.010 - ADMINISTRATIVE PAYROLL JLC 

TRANSPORTATION 

1.900.020 - OPR TRANSPORTATION EXPENSES JLC 

1.920.020 - ADM TRANSPORTATION EXPENSES JLC 

GENERAL OPERATIONS 

1.871.000 - TELEMETRY COSTS ALH 

1.880.010 - OPERATIONS OFFICE TELEPHONE JLC 

1.880.020 - OPERATIONS OFFICE UTILITIES JLC 

1.880.030 - OPERATIONS OFFICE MISC. JLC 

1.880.040 - FEES TRAINING SCHOOLS JLC 

1.880.050 - UNIFORMS JLC 

1.880.060 -WELDING SUPPLIES ALH 

1.881.010 - RENT OPERATING OFFICES JLC 

1.881.020 - RENT LAND & LAND RIGHTS ALH 

CUSTOMER BILLING 

1.903.020 - CUSTOMER COLLECTIONS & RECORDS JF  

~\DATA\c~nos\ModeIs\bas120.mdc 

Fiscal 1999 
Budget 

19,270,300 

21,430,300 

21,430,300 

-2,160,000 

-2,160,000 

8,487,700 

5,492,900 

2,963,300 

517,500 

2,012,100 

498,000 

408,000 

90,000 

355,200 

34,200 

81,600 

45,600 

96,000 

30,000 

42,000 

13,200 

2,900 

9,700 

213,600 

213,600 

hursday, August 12, 1999 3:18:19 PM 

@%e2 - 



Natural Gas Co., Inc. 
EM64 - 1999 Budget of bas120 (Reporter) 

hursday, August 12, 1999 3:30:00 PM 

Delta Natural Gas Co., Inc. 
Fiscal 1999 P&L Budgets 

DELTA NATURAL GAS CO, INC. Layer 2 of 7 
Fiscal 1999 

Budget 

276,000 

276,000 
UNCOLLECTIBLE ACCOUNTS 

1.904.000 - UNCOLLECTIBLE ACCOUNTS JFH 

615,400 ADMINISTRATIVE 

1.921.010 - ADM TELEPHONE JLC 138,000 

1.921.030 - BOOKS & SUBSCRIPTIONS JFH 28,800 

1.921.040 - COMPANY FORMS JLC 60,000 

1.921.050 - SMALL SUPPLY ITEMS JLC 60,000 
~~~ 

1.921.060 - MISCELLANEOUS OTHER ITEMS JLC 168,000 

1.921.070 - EMPLOYEE MEMBERSHIPS JLC 3,600 
~~~~ 

1.921.080 - SAFETY LITERATURE & EDUCATION JLC 7,200 

12,000 1.921.090 - ENGR & DRAFTING SUPPLIES ALH 

1.921.100 - ADM UTILITIES JLC 30,000 

16,000 1.921.210 - TRAVEL ETC CO BUS PRES & CEO GRJ 

1.921.220 - TRAVEL ETC CO BUS OFFICERS GRJ 12,000 

24,000 1.921.230 - TRAVEL ETC CO BUS OPER & CONST ALH 

1.921.240 - TRAVEL ETC CO BUS ADM&CUST SER JLC 7,200 

1400 1.921.250 - TRAVEL ETC CO BUS PUB AFFAIRS RCH 

8,900 1.921.260 - TRAVEL ETC CO BUS FINANCE JFH 

1.921.290 - CO. BUS. MEALS & ENTERTAINMENT JFH 38,400 
~ ~~~~ 

OUTSIDE SERVICES 349,500 

72,000 1.923.010 - OUTSIDE SERVICES LEGAL CRJ 

1.923.020 - OUTSIDE SERVICES ACCOUNTING JFH 93,600 

51,600 

87,400 

1.923.030 - OUTSIDE SERVICES JANITORIAL JLC 

1.923.040 - OUTSIDE SERVICES OTHER ALH 

:\DATA\cognos\Models\bas 120.mdc 
Thursday, August 12, 1999 3:18:19 PM 
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Natural Gas Co., Inc. 
TEM64 - 1999 Budget of bas120 (Reporter) 
hursday, August 12, 1999 3:30:00 PM 

Delta Natural Gas Co., Inc. 
Fiscal 1999 P&L Budgets 

DELTA NATURAL GAS CO, INC. Layer 2 of 7 
Fiscal 1999 

Budget 

44,900 1.923.050 - OUTSIDE SERVICES COMPUTERS JFH 

INSURANCE 404,000 

404,000 1.924.000 - INSURANCE JFH 

1,478,800 

346,000 

EMPLOYEE BENEFITS 

1.926.020 - PENSION JLC 

156,000 

804,000 

1.926.030 - EMPLOYEE 401K PLAN JLC 

1.926.040 - MEDICAL COVERAGE JLC 

1.926.050 - SALARY CONTINUATION COVERAGE JLC 100,800 

1.926.060 - EMPLOYEE STOCK PLAN JLC 60,000 

1.926.070 - EMPLOYEE EDUCATION JLC 

1.926.080 - EMPLOYEE RECREATION & SOCIAL JLC 

6,000 

6,000 

528,200 GENERAL ADMINISTRATION 

1.913.000 - ADVERTISING JLC 

1.928.000 - REGULATORY COMMISSION EXPENSE JFH 

20,000 

80,800 

1.930.010 - DIRECTOR FEES & EXPENSES JFH 88,800 

1.930.020 - COMPANY MEMBERSHIPS JLC 40,000 

1.930.030 - FEES CONVENTIONS & MEETINGS JLC 

1.930.040 - MARKETING JLC 

5,200 

42,000 

1.930.050 - COMPANY RELATIONS JLC 32,000 

1.930.060 - TRUSTEE, REGISTRAR, AGENT FEES JFH 

1.930.080 - STOCKHOLDER REPORTS JFH 

48,900 

49,700 

1.930.090 - CUSTOMER & PUBLIC INFORMATION RCH 

1.930.100 - PUBLIC & COMMUNITY RELATIONS GRJ 

48,000 

20,000 

1.930.110 - CONSERVATION PROGRAM JLC 52,800 

Thursday, August 12, 1999 3:18:19 PM 
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Natural Gas Co., Inc. 
TEM64 - 1999 Budget of bas120 (Reporter) 

Thursday, August 12, 1999 3:30:00 PM 

EXPENSES TRANSFERRED 

1.922.000 - EXPENSES TRANSFERRED JFH 

Delta Natural Gas Co., Inc. 

-1,985,900 

-1,985,900 

Fiscal I999 P&L Budgets 
DELTA NATURAL GAS CO, INC. Layer 2 of 7 

OTHER 

1.753.020 -WELLS & GATHERING MISC ALH 

Fiscal 1999 
Budget 

262,000 

1,200 

1.754.020 - COMPRESSOR STATION MISC. ALH 

1.816.020 - CM WELLS EXPENSES - MISC ALH 

36,000 

4,800 

1.824.020 - CM OTHER UNDERGROUND STORAGE EXP 

1.825.000 - CM STORAGE WELL ROYALTIES/RENTS AL 

1.856.000 - RIGHT OF WAY CLEARING ALH 

7,500 

1.818.020 - CM COMPRESSOR STATION EXPENSES - MI 

1.821.000 - CM PURIFICATION OF NATURAL GAS ALH 

4,000 

56,100 

70,000 

1.900.030 - SMALL TOOLS & WORK EQUIPMENT JLC 

MAINTENANCE EXPENSE 

74,400 

484,100 

TRANSPORTATION 

1.898.010 - MNT - TRANSP EQUIP EXPENSE-PAYROLL J 

43,200 

26,400 

1.898.020 - MNT - POWER OPR EQUIP EXPENSE-PAYRO 

MAINS 

16,800 

72,000 

1.887.020 - MNT TRANS & DIST MAINS OTHER ALH 

METER & REGULATORS 

72,000 

45,000 

Thursday, August 12, 1999 3:18:19 PM 0 Page 5 

1.893.020 - MNT OF METERS & REG OTHER ALH 

OTHER 

45,000 

323,900 

1.764.020 - MNT WELLS & GATHERING OTHER ALH 1,200 

1.765.020 - MNT COMPRESSOR STATION OTHER ALH 

1.831.020 - CM MAINTENANCE STRUCTURES & IMPRO 

1.833.020 - CM MAINTENANCE OF LINES - MISC ALH 

18,000 

10,000 

2,000 



Natural Gas Co., Inc. 
EM64 - 1999 Budget of bas720 (Reporter) 

August 12, 1999 3:30:00 PM 
~~ 

Delta Natural Gas Co., Inc. 
Fiscal 1999 P&L Budgets 

DELTA NATURAL GAS CO, INC. Layer 2 of 7 
Fiscal 1999 

Budget 

1.834.020 - CM MAINTENANCE OF COMPRESSOR STAT 6,000 

4,000 1.835.020 - CM MAINTENANCE OF MEAS & REG STAT 

1.837.020 - CM MAINTENANCE OF OTHER EQUIPMENT 2,400 

1.886.000 - MNT STRUCTURES TRANS & DIST. ALH 

1.889.000 - MNT REG STATION TRANS & DIST. ALH 

4,200 

5,000 

72,000 1.894.020 - MNT OF OTHER EQUIPMENT OTHER ALH 

1.932.010 - MNT COMMUNICATION EQUIPMENT JLC 66,000 

30,000 1.932.020 - MNT OFFICE EQUIPMENT JLC 

1.932.030 - MNT GENERAL STRUCTURES JLC 36,000 

1.932.050 - MAINTENANCE COMPUTER EQUIPMENT J 

DEPRECIATION EXPENSE 

67,100 

3,844,800 

DEPRECIATION EXPENSE 

1.403.000 - DEPRECIATION EXPENSE JFH 

3,844,800 

3,844,800 

TAXES OTHER THAN INCOME TAXES 

PAYROLL TAXES 

1,262,500 

485,500 

1.408.030 - PAYROLL TAXES JFH 485,500 

INCOME TAXES 

CURRENT FEDERAL 

1,442,000 

1,467,500 

1.409.070 - ESTIMATED INTERIM INCOME TAXES JFH 

DEFERRED FEDERAL & STATE 

1,467,500 

-25,500 

1.410.010 - AMORT OF REGULATORY LIABILITY JFH -25,500 

NON REGULATED INCOME 

INCOME TAXES NON REGULATED 

-542,800 

19,400 

1.409.080 - INCOME TAXES NON-REGULATED JFH 

OTHER NET INCOME BEFORE INCOME TAXES 

19,400 

-51,200 

R\DATA\cognos\Models\baslZO.rndc 
hursday. August 12, 1999 318:19 PM 
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Delta Natural Gas Co., Inc. 
EM64 - 1999 Budget of basi2O (Reporter) a hursday, August 12, I999 3:30:00 PM 

1.415.010 - LABOR SERVICE REVENUE JFH 

1.415.020 - MERCHANDISING REVENUE JFH 

Delta Natural Gas Co., Inc. 
Fiscal 1999 P&L Budgets 

Fiscal 1999 
Budget 

-7,600 

-54,000 

1.416.020 - MERCHANDISING EXPENSE JFH 

1.419.000 - INTEREST & DIVIDEND INCOME JFH 

1.415.030 - SALES TAX COMMISSION JFH I -7,200 

42,000 

-20,400 

1.416.010 - LABOR SERVICE EXPENSE JLC I 7,200 

1.421.000 - MISC NON OPERATING INCOME JFH 

1.426.020 - LIFE INSURANCE CO. BENEFICIARY JLC 

-1,200 

-10,000 

INTEREST ON LONG TERM DEBT ’ 1.427.000 - INTEREST ON LONG TERM DEBT JFH 

3,906,600 

3,906,600 

OTHER INTEREST 

INTEREST ON SHORT TERM DEBT 

1.431.020 - INTEREST ON SHORT-TERM DEBT JFH 

636,000 

606,000 

606,000 

AMORTIZATION OF DEBT EXPENSE I 162,000 

OTHER INTEREST 

1.431.010 - INTEREST ON CUSTOMER DEPOSITS JFH 

1.428.000 - AMORT OF DEBT EXPENSES JFH I 162,000 

30,000 

30,000 

Net Income I -3,151,200 

t\DATA\cognos\Models\bas 120. mdc 
hursday, August 12, 1999 3:18:19 PM 

@age 7 



65. Walker Exhibit 6, Page 1 shows that the actual 1998 test year revenues include 
$16,260,037 for GCR related revenues. This is consistent with the actual 1998 total 
purchased gas cost of $16,260,037 shown on page 319 of the 1998 FERC Form 2. 
Please reconcile these 1998 GCR revenues and purchased gas expenses of $16,260,037 
to the actual 1998 purchased gas expenses of $14,147,177 shown on FR 7(a). 

RESPONSE 

$16,260,037 is the amount gas supply cost recovered through application of the 
Company’s GCR. This amount includes the authorized Canada Mountain costs that are 
recovered through the GCR and reflected in the Company’s gas sales revenues. It is my 
understanding that the $14,147,177 amount shown on F R O  is the gas supply cost 
exclusive of the Canada Mountain cost recoveries. 

WITNESS: Randall Walker 



DELTA NATURA , GAS COMPANY, IF 
CASE NO. 99-176 

C. 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

66. With regard to Other Miscellaneous Service revenues please provide the following 
information: 

a. a breakout of the 1998 revenues of $1 52,009 by specific revenue component on 
a monthly and total annual basis. 

b. a breakout of the actual 1999 revenues through July 31, 1999 by specific 
revenue component on a monthly and total basis. 

RESPONSE: See Attached 

WITNESS: John Brown 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

67. With regard to Exhibit MJB-3, please confirm the following information: 

a. The average number of residential customers have grown from 1991 through 
1998 at an average annual compound growth rate of 2.84%. If you do not agree, 
please indicate your disagreement and provide the correct average annual 
compound growth rate for this period. 

b. The average number of commercial customers have grown from 1991 through 
1998 at an average annual compound growth rate of 2.38%. If you do not agree, 
please indicate your disagreement and provide the correct average annual 
compound growth rate for this period. 

RESPONSE : 

a. Our calculation yields a result of 2.84% average increase for residential. 

b. Our calculation yields a result of 2.38% average increase for commercial. 

WITNESS : 

John Brown 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

AlTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

68. With regard to Off System Transportation sales, please provide the following 
information: 

a. What is the current rate per MCF sales? If there is not one single rate, provide 
the average rate per MCF. 

b. Provide the actual MCF volumes of sales for 1995, 1996, 1997, 1998 and the 
12-month period ended June 30, 1999. 

RESPONSE: 
See Attached 

WITNESS: 
John Brown 



Line No. 
1 
2 
3 
4 

5 
6 
7 
8 

9 
10 
11 
12 

13 

DELTA NATURAL GAS COMPANY, INC. 

For the 12 Months Ended 12-31-98 
CASE NO. 99-176 

Item 68.a. 

The Off-System Transportation rate is $.26 per dry decatherm. 

Item 68.b. 
OFF SYSTEM 

TRANSPORTATION 
YR END MCF 

1995 1,283,917 

1996 1,051,350 
1997 1,372,205 
1998 1,404,111 

12 mo ended 6/99 1,144,356 

Item 68 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

AlTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

69. With regard to the GS Transportation sales and revenues (shown to be $1,469,977 
for 1998 on Walker Exhibit 6, p. l ) ,  please provide the following information: 

a. 

b. 

C. 

d. 

12-month average annual GS commercial transportation customers for each 
of the yearsl994, 1995, 1996, 1997 and 1998. In addition, provide the 
actual monthly GS commercial transportation customers for the 1998 test 
year and for 1999 through July. 

12-month average annual GS industrial transportation customers for each of 
the years 1994, 1995, 1996, 1997 and 1998. In addition, provide the actual 
monthly GS industrial transportation customers for the 1998 test year and 
for 1999 through July. 

Actual annual MCF sales volumes for GS commercial transportation for 
each of the years 1994, 1995, 1996, 1997, 1998 and the 12-month period 
ended June 30,1999. 

Actual annual MCF sales volumes for GS industrial transportation for each 
of the years 1994, 1995, 1996, 1997, 1998 and the 12-month period ended 
June 30,1999. 

The current rate per MCF sales for GS commercial transportation and for GS 
industrial transportation. If there is more than one rate, provide the appropriate 
current average rate per MCF. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 
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;. * 
AG-69 e.  

Delta Natural Gas Co., Inc. 

Notification of Billing Rate Change 

Eflative wi th  Consumption 
Based on Readings 
Beginning 8/1/99 

RETAIL TRANSPORTATION 

01 02CS 02C,02I 04C,041 l o  10s 15 20 -- --- RATE CODE 

CUSTOMER CHARGE 8.0000 18.3600 25.0000 200.0000 25.0000 18.3600 8.0000 200.0000 

.l- 200 MCF 6.6657 6.6657 6.6657 

200.1 - 1 , 0 0 0 ’ ~ ~ ~  6.4445 6.4445 6.4445 

1,000.1 - 5,000 MCF 6.0445 6.0445 6.0445 

5,000.1 - 10,000 MCF 5.4445 5.4445 5.4445 

OVER 10,000 MCF 5.0445 5.0445 5.0445 

5.6445 2.7212 2.7212 2.7212 1.7000 

5.6445 2.5000 2.5000 2.5000 1.7000 

5.2445 2.1000 2.1000 2.1000 1.3000 

4.8445 1.5000 1.5000 1.5000 0.9000 

4.4445 1.1000 1.1000 1.1000 0.5000 

i 01 Residential Firm 
02CS Corn Firm Meter Size AL 425 and Smaller 
02C, 021 All other Corn and Ind Fm 
04C, 041 Interruptible 
10 Transportation Firm (kom/Ind) 
10s Transportation Firm (Small Commercial) 
15 Transportation Firm (Res) 

20 Transportation Interruptible 

. 

The above rates were approved by the Public 
Service Commission per Case No. 97-0664 

August 09,1999 

Distribution: Branches Bob t Cindy& Larry 
Nell Marian Connie S. 

Connie K. 



m 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 811 1/99 

70. With regard to the Interruptible Transportation sales and revenues (shown to be 
$1,931,707 for 1998 on Walker Exhibit 6, p. I), please provide the following 
information: 

a. 

b. 

C. 

d. 

e. 

12-month average annual Interruptible commercial transportation customers 
for each of the years 1994, 1995; 1996, 1997 and 1998. In addition, provide 
the actual monthly Interruptible commercial transportation customers for the 
1998 test year and for 1999 through July. 

12-month average annual Interruptible industrial transportation customers for 
each of the years 1994, 1995, 1996, 1997 and 1998. In addition, provide the 
actual monthly Interruptible industrial transportation customers for the 1998 
test year and for 1999 through July. 

Actual annual MCF sales volumes for Interruptible commercial transportation 
for each of the years 1994, 1995, 1996, 1997, 1998 and the 12-month period 
ended June 30,1999. 

Actual annual MCF sales volumes for Interruptible industrial transportation for 
eachoftheyears 1994, 1995, 1996, 1997, 1998 and the 12-month period 
ended June 30,1999. 

The current rate per MCF sales for Interruptible commercial transportation 
and for Interruptible industrial transportation. If there is more than one rate, 
provide the appropriate current average rate per MCF. 

RESPONSE: 
See Attached 

WlTN ESS: 

John Brown 
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AG-70  e. 

e 
Delta Natural Gas Co., Inc. 

Notification of Billing Rate Change 

Based on Readings 

RETAIL TRANSPORTATION 
~ ~ ~~ ~~ 

01 02CS 02C,02I 04C,O41 --- RATE CODE 

CUSTOMER CHARGE 8.0000 18.3600 25.0000 200.0000 

.l- 200 MCF 6.6657 6.6657 6.6657 5.6445 

200.1 - I,OOO’MCF 6.&5 6.4445 6.4445 5.6445 

1,000.1 - 5,000 MCF 6.0445 6.0445 6.0445 5.2445 

5,000.1 - 10,000 MCF 5.4445 5.4445 5.4445 4.8445 

OVER 10,000 MCF 5.0445 5.0445 5.0445 4.4445 

10s 15 20 -- l o  

25.0000 18.3600 8.0000 200.0000 

2.7212 2.7212 2.7212 1.7000 

2.5000 2.5000 2.5000 1.7000 

2.1000 2.1000 2.1000 1.3000 

1.5000 1.5000 1.5000 0.9000 

’ 1.1000 1.1000 1.1000 0.5000 

Rate Legend 
01 Residential Firm 
02CS Corn Firm Meter Si AL 425 and Smaller i 
02C, 02I All other Corn and Ind Firm 
04C, 04I Interruptible 
10 Transportation Firm (kom/hd) 
,1OS Transportation Firm (Small Commercial) 
115 Transportation Firm (Res) 

120 Transportation Interruptible 

The above rates were approved by the Public 
Service Commission per Case No. 97-066-G 

Aups t 09,1999 

Distribution. Branches Bob Q;. .&dyd b Y  
Nell Marian Connie S. 

Connie K 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

71. With regard to the Special Contracts sales and revenues (shown to be $51 1,666 
for actual per books 1998 on Walker Exhibit 6, p. l), please provide the following 
information: 

a. 

b. 

C. 

d. 

12-month average Special Contracts customers for each of the years 1994, 
1995, 1996, 1997 and 1998. In addition, provide the actual monthly Special 
Contracts customers for the 1998 test year and for 1999 through July. 

Actual annual MCF sales volumes for Special Contracts for each of the 
years 1994, 1995, 1996, 1997, 1998 and the 12-month period ended June 
30, 1999. 

The current average rate per Special Contract MCF sales. 

Special Contracts sales revenues for 1994, 1995' 1996, 1997 and 1998. 

RESPONSE: 
See Attached 

WITNESS: 
John Brown 



n 2 A A 

i 

i 
Q, 

Q, w 

" i  

"-l 

P w 

tft& 
0 "0 

N R) 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

AlTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

72. Please provide all source documentation and workpapers used by the Company to 
derive the normal heating degree days of 4,693. 

RESPONSE: 

See Attached 

WITNESS: 

John Brown 





73. With regard to Mr. Walker’s schedule entitled “Year End Adjustment” and Walker 
Exhibit 7, page 1, please provide the following information: 
(a) Walker Exhibit 7, page 1 shows that the test year 1998 per books Residential-Firm 

Sales customer charge revenues of $3,082,688 are derived as follows: average 
monthly # of customers of 32,111 x 12 months = 385,336 customer bills x 8.00 per 
customer bill = $3,082,688. 
Making a similar calculation for the test year end # of Residential-Firm Sales 
customer charge revenues results in the following annualized revenues: 32,940 x 12 
months = 395,280 customer bills x 8.00 per customer bill = $3,162,240. 
The difference between the annualized Residential-Firm Sales customer charge 
revenues of $3,162,240 and the annual per books revenues of $3,082,688 is $79,552. 
This is 12 times than the Company’s calculated revenue adjustment of $6,632. Please 
confirm that the annualized amount of $6,632 is understated and should be $79,552 
because the Company failed to multiply this amount by 12 to reflect the hull annual 
impact. If you do not agree, explain your disagreement in detail. 

under column (5) of Mr. Walker’s “Year End Adjustment” schedule for the other 
customer classes (Le., the amounts of $4,186, $75 and $(25)) are similarly understated 
and should be 12 times higher for the same reasons as described for the Residential- 
Firm Sales customer charge revenue adjustment in part a, above. If you do not agree, 
explain your disagreement in detail. 

(c) Please reconcile the Industrial-Firm Sales average 1998 customers of 62 to the 
average1998 Industrial Sales customers of 69 shown on MJl3-3. 

@) Please confirm that the additional revenue adjustments for customer charges shown 

RESPONSE 

(a) I agree that the additional customer charge revenue is understated by $72,920 as a 
result of applying the monthly customer charge to the difference between the 
average and year-end number of customers rather than to the difference between the 
1998 billings (customer-months) and the number of year-end customers 
(annualized). As pointed out in part b of this data request, this same oversight was 
also made, with respect to customer charge revenues applicable to the other customer 
classes. As a result, the year-end revenue adjustment should be increased from 
$ 3 0 4 ~  19 to $423,666 and the offsetting expense adjustment increased from $54,487 
to $75,906. A Revised Walker Exhibit 5 showing these changes, is attached. 

(b) See part a, above. 
(c) See Walker Exhibit 5, column 1, the year end adjustment. The average number of 

Industrial-Firm Sales customers shown on that exhibit is 62. There are 7 
Interruptible Sales customers, all of which are industrial, shown on that same exhibit. 
MLB-3 includes both the firm and the interruptible customers. 

WITNESS: Randall Walker 

1 
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DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 811 1/99 

74. With regard to the Industrial-Firm Sales customers shown to be 62 on average for 
1998 and 61 at 12/31/98, please provide the following information: 

a. Actual average number of customers in 1995, 1996, and 1997 

b. Actual number of customers for each month in the 1998 test year and for each 
month in 1999 through July 31 ,I 999. 

RESPONSE: 

See Attached 

WlTN ESS: 

John Brown 
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75. 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

With regard to the Expense Adjustment data shown on Mr. Walker's exhibit entitled 
"Year End Adjustment," please provide the following information: 

a. Reconcile the 1998 per books wages and salaries of $5,381,576 to the total 1998 
wages and salaries of $6,125,333 shown on page 355 of the 1998 FERC Form 2. 
List all components representing the difference between these two numbers. 

b. Explain the reasons why Delta removed its wage and salary expenses from the 
Operating Ratio calculations: 

RESPONSE: 

a. See Attached 

b. We can not determine at what point in time the Commission began requiring that 
wages and salaries be removed from expenses when calculating the operating 
ratio for this purpose. While we do not necessarily agree that wages and salaries 
should be removed, this was the applied methodology that was accepted by the 
Commission in Case No. 90-158. 

Sponsoring Witness: 

John Brown 



Line No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

Delta Natural Gas Company, inc. 
Case No. 99-176 

item 75 a 

1998 per book Wages and Salaries 
Loan Forgiveness 
Lobbying Expenses 
Vacation/Personal Accural 
Construction 
Subsidiaries 
Merchandising 
Incorrect A/C distribution 
Back out A/C 1.821 

1998 Wages & Salaries (per FERC Form 2) 

5,381,576 
(24,000) 

3,283 
(1 1,965) 
767,796 

8,656 
2,162 
(414) 

(1,761) 

6,125,333 





E 3 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

76. With regard to the actual 1998 O&M expenses shown on pages 31 7 through 325 of 
the 1998 FERC Form 2, please provide the following information: 

a. The non-labor related maintenance expenses for Production and Gathering 
(page 317, line 29). 

b. The non-labor related maintenance expenses for Underground Storage (page 
321, line 124). 

c. The non-labor related maintenance expenses for Distribution (page 324, line 
228). 

d. All non-labor relafed expenses for Customer Accounts expenses (page 325, line 
237). 

e. The non-labor related O&M expenses for Production and Gathering (page 317, 
line 30). 

RESPONSE: 

See Attached 

WlTN ESS: 
John Brown 
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Item 77 
Page 1 of 2 

DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

77. Please provide detailed workpapers and calculations showing the derivation of 
the Average Monthly Base Load (AMBL) for residential and small 
commercial customers which would have applied during the winter of 1998- 
1999 had the WNA been in place. 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John B. Brown 



DELTA NATURAL GAS COMPANY INC 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

AMBL 
2.431 287700 

ITEM 77 
Page 2 of 2 

MCF I NUMBER OF CUSTOMERS - - 
= 18.541 I 7.626 

AMBL - RESIDENTIAL I 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 

78. Please state whether the AMBL will be based on consumption for the months 
of August and September or bills for the months of August and September. 

RESPONSE: 

The AMBL will be based on bills for the months of August and September. 

Sponsoring Witness: 

John B. Brown 



* 

* 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

DATA REQUEST DATED AUGUST 11,1999 

79. Please explain how the Company intends to determine Normal Degree-Days. 
Identify the time period to be utilized and location for the measurement. 

Response: 

Delta will utilize daily NOAA Weather Data collected at  Lexington, 
Kentucky. This data is summarized on a calendar month basis and then averaged 
over 30 years to calculate “Normal” Degree-Days. 

Wit ness : 

John Brown 



See attached 

Witness: 

John Brown 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

DATA REQUEST DATED AUGUST 11,1999 

80. Please provide the source document showing the number of Normal Degree- 
Days by date which the Company intends to utilize. 

Response: 



e 

a I 

d- 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

DATA REQUEST DATED AUGUST 11,1999 

81. Please state whether it is correct that the same WNAF would apply to all customers 
within the relevant customer class regardless of their individual usage or other 
characteristics. If not, please explain. 

Response: 

This is correct. 

Witness: 

John Brown 



8 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

DATA REQUEST DATED AUGUST 11,1999 

Please state whether the Company has prepared a backcast or similar ana'jsis 
showing the effect which the WNA would have had on monthly revenues during the 
winter of 1998-99 had it been in place. If yes, please provide a copy of the analysis 
including all workpapers and supporting documentation. If not, please explain why 
not. 

Response: 

No comprehensive analysis was prepared. Our analysis focused primarily on 
how the methodology would effect specific customers as opposed to company-wide. 
See response to question 82 for this analysis on two billing cycles. 

Witness: 

I John Brown 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST' FOR INFORMATION 

83. For two billing cycles of the Company's choice, please provide workpapers 
and supporting documentation showing the calculation of each of the 
following for both the residential and small commercial classes for each 
month of the winter of 1998-99 had the WNA been in place: 

a. The Base Load (BL) 
b. The Heating Load (€E) 
c. 
d. 
e. 

The Heating Degree Factor (HDF) 
The Weather Normalization Adjustment Consumption (WNAC) 
The Weather Normalization Adjustment Factor (WNAF) 

RESPONSE: 

See Attached 

Sponsoring Witness: 

John B. Brown 
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DELTA NATURAL GAS COMPANY IINC 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

84. Please state whether the Company has made any changes to Original Sheet Nos. 30-35 of 
P.S.C. No. 9 contained in the tariff sheets filed in this proceeding compared to Original 
Sheet Nos. 30-35 of P.S.C. No. 8 filed in Case No. 99-070. If yes, please explain all such 
changes. 

RESPONSE: 

Yes. See the testimony of William S. Seelye in Case No. 99-046 filed on May 2 1 ,  1999 
for an explanation of changes. 

Sponsoring Witness: 

John F. Hall 



85. 
under part (a) of Performance-Based Cost Controls on Sheet No. 33 of P.S.C No. 9 should 
be revised to Case No. 990176 in order to reflect the Commission's findings in this 
proceeding. If not, explain why not. 

Please state whether the Company would agree that the reference to case No. 97-066 

RESPONSE: 

Yes. 

YUITNESS: Steve Seelye 



86. Please state whether the Company is aware of any changes which are necessary to its 
responses to the Attorney General’s or the Commission’s data requests in Case No. 99-070 
with regard to the Company’s proposed ARP. If yes, please identify the responses requiring 
modification and provide revised responses. 

RESPONSE: 

See Delta’s Response to item 19 of the Cornmission’s Order dated August 11, 1999. 

WITNESS: Steve Seelye 



87. 
performed by Mr. Seelye also characterized as a fully allocated, average, embedded class cost 
of service study? If not, explain which term does not properly characterize the study 
performed by Mr. Seelye. 

Reference Mr. Seelye’s testimony at page 3, line 10. Is the fully allocated cost study 

RESPONSE: 

The study, including the derivation of unit costs, can be characterized as a “fully allocated, 
average, embedded class cost of service study.” 

WITNESS: Steve Seelye 



88. 
therein. 

Reference Mi-. Seelye’s testimony at page 3, line 17. The words rats and cost appear 

a. Confirm that, as stated, the reference rate/cost comparison is the 
relationship between average revenue per unit of service and average cost per unit of service. 
If Mr. Seelye disagrees, please explain exactly what Mr. Seelye disagrees with and explain 
precively why. 

b. Confirm that the “indication” Mr. Seelye is addressing here could also be 
performed by comparing class revenues to the allocated costs of providing service to each 
customer class. Again, if Mr. Seelye cannot confirm this statement, please state what is 
wrong and why it is wrong. 

RESPONSE: 

a. Page 3, lines 15-18 of the Direct Testimony of Steve Seelye states that ‘‘[olur 
objective in performing the cost of service study is to determine the rate of return on 
ratebase that Delta is earning from each customer class, which provides an indication as to 
whether Delta’s gas service rates reflect the cost of providing service to each customer 
class.” The referenced “rate/cost comparison” is the relationship between class revenue and 
cost of service. In calculating the class rates of return, unit costs are not compared. 

b. The referenced sentence of the testimony does relate to a cornpalison of class 
revenues to the allocated costs of providing service. Even though unit costs were eventually 
calculated in the study, the unit costs are not what was being referred to in the referenced 
sentence in the testimony. 

m S S :  Steve Seelye 



89. a. 
costs to class. 

Please explain why DEM02, was used to allocate storage demand-related 

b. Are transportation volumes included in “class deliveries?” (Seelye 

e 
Testimony, page 8, line 14) Why or why not? 

RESPONSE: 

a. 
sales transportation customers. 

Delta’s storage facilities are utilized to meet winter season peak requirements for firm 

b. Firm transportation customers receive a full allocation; whereas, transportation 
volumes for interruptible service are not included. Transportation customers are using 
Delta’s system to deliver their gas from the point(s) of receipt on Delta’s system to the point 
of delivery at the customer meter. During peak conditions, as the need may arise, service to 
interruptible customers can be curtailed. Therefore, storage facilities do not need to be 
installed to meet interruptible transportation demands. 



90. Refer to Seelye testimony, page 8, lines 18-20. 
(a) Please provide the workpapers detailing the derivation of class maximum 

(b) What is the frequency of expected design-day temperature? Once in 10 years? 
demands at zero-degree design day temperatures. 

15 years? 20 years? etc. Provide workpapers. 

RESPONSE: 

(a) See Seelye Exhibit 3 for the calculations. 
@) If the possibility of having a design-day exists, the Company must plan its system to 

meet that event regardless of whether the expectations of such a day occurring is 
once in 10 years or once in 50 years. The principle use of natural gas by residential 
and small commercial customers is for space heating. Therefore, a natural gas 
distributor can not play a game of chance with respect to its capability of meeting the 
requirements of customers on the coldest day during the winter. 
In response to this question, during the last 30 years a zero day or below occurred 16 
times. The dates are as follows: 

Jan. 8,1970 
Jan. 11,1977 
Jan. 17,1977 
Jan. 10,1982 
Jan. 17,1982 
Dec. 24, 1983 
Dec. 25, 1983 
Jan. 21,1984 
Jan. 20,1985 
Jan. 21,1985 
Dec. 22,1989 
Dec. 23, 1989 
Jan. 15,1994 
Jan. 18,1994 
Jan. 19,1994 
Feb. 6,1996 

WITNESS: Steve Seelye 



91. 
estimated cost of instal .ng a typical iervice line per customer in each customer class. 

Reference Seelye Testimon; page 10, lines 1-2. Please provide workpapers for the 0 
RESPONSE: 

Delta did not have accounting cost information detailing the unit cost of services by 
customer type or by type of service. Therefore, we utilized information from LG&E's most 
recent cost of service study filed with the Commission to estimate weighthg factors for gas 
services. The workpapers are attached. 

W I T N E S S :  Steve Seelye 
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92. Reference Mr. Seelye Testimony, page 11, lines 3-14. 

a. Did Mi. Seelye or Delta investigate the use of the minimum system 
methodology for use in this proceeding? If no, why not. 

b. If the answer to a. is yes, please provide any assembled minimum system cost 
data, any calculations, and any results of any study of the minimum system methodology 
performed on the Delta system. 

RESPONSE: 

See Delta’s Response to items 15 and 16 of the Commission’s Order dated August 11,1999. 

W l T N E S S :  Steve Seelye 



DELTA NATURAL GAS COMPANY, INC. 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

93. Please provide gas-delivery-to-end-user interruption experience on the 
Company‘s system, for gas otherwise reaching the Company‘s 
citygates, for the last ten years: 

RESPONSE: 

For the last ten years, Delta has not interrupted any end-user’s gas 
that had reached Delta’s city gate stations. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

94. For the ten largest company construction projects to provide service to new 
customers (as opposed to construction projects related to maintenance) 
since 1 995, please provide the information provided to managers 
responsible for the approval of such projects. 

RESPONSE: 

Delta bases its decisions on construction projects based upon the 200 foot 
per customer criteria discussed in Delta’s response to Commission Staff Request 
No. 48 (2nd Staff Request). All projects are considered in light of this policy, and 
thus management reviews the expected construction footage and potential in any 
area reviewed for new service. 

WITNESS: Glenn R. Jennings 



95. Reference Seelye Testimony, page 12, line 1. 

a. Please provide copies of any relevant source material Mr. Seelye relied upon 
for his understanding that the zero intercept method rests upon a linear, as opposed to, say a 
curvilinear relationship. 

b. Did Mi. Seelye investigate whether a curvilinear relationship between unit 
cost and pipe diameter produced a statistically better relationship than a linear relationship? 
If not why not? If yes, please provide the study and its results. 

RESPONSE: 

The linear model used in the study produces an R-Square of 0.8286, which indicates a 
reasonable “goodness of fit” for the model. Adding additional polynomial terms to the 
model, or using other non-linear techniques, could indeed produce a higher R-Square. If 
enough terms were added (eg., n-1 polynomial terms, where n represents the number of 
points) then a perfect fit could be achieved, by effectively connecting each and every point in 
the data set, much like a “connect the dots” picture that children sometimes play with. In 
fact, cubic splines and certain techniques involving Fourier series are designed to perform 
exactly this function. 

The purpose of the linear estimation procedure used in the zero-intercept analysis is to 
quantify the underlymg relationships represented by the data. A high enough degree 
polynomial will result in a perfect fit, but this does not mean that we have done any better 
job capturing the underlying relationships. Arbitrarily changing the functional form of the 
model to improve R-Square does not translate into a better model in terms of explaining the 
underlying relationships. 

In addition, a curvilinear model could be constructed in such a way as to produce virtually 
any intercept that may be desired by the analyst, including forcing the intercept to go 
through the origin. This is why we are skeptical of using some arbitrary curvilinear model 
for purposes of determining the zero-intercept. Using a linear model is a straightfornard 
approach to determining fixed/variable cost relationships and is much less subject to analyst 
manipulation than curvilinear estimation. Since there is an infinite number of non-linear 
forms, with curvilinear estimation an analyst could choose any form that suits his or her 
fancy. 

WITNESS: Steve Seelye 



96. Reference Mr. Seelye Testimony, page 12, line 17 - page 13, line 8. Provide 
whatever authoritative text support or other authoritative support Mr. Seelye is aware of for 
the weighting scheme he proposes in applying the zero intercept methodology to Delta. 

RESPONSE: 

The estimation formulas can be derived using differential calculus. Also, see Sampnt 
Chatterjee and Bertram Price, Reg/ession A d y ~  By Exdmple, Wiley, 1977. 

Y 4 " E S S :  Steve Seelye 



97. Please have Mr. Seelye describe, based on his understanding of Delta’s operations and 
his understanding of local distribution company operations in general, the basic service 
that Delta provides to its end user sales and transportation customers. 

RESP ON SE: 

Delta provides two forms of service under its tariff, firm service under the General 
Service Rate-GS and interruptible service under Interruptible Service Rate-IS. Within 
each category, Delta provides both retail sales service and transportation service. 

Retail sales is where Delta secures and sells the product (natural gas) to the end user as 
well as providing the distribution services required to deliver the gas. General Service 
sales customers are served on a firm basis whereas Interruptible Service sales customers 
are subject to interruption as operational conditions warrant. 

Transportation service is where Delta provides the distribution services required to 
deliver gas that the customer has purchased from some other suppliers. General Service 
(GS) transportation customers are charged the same base rates as the retail sales 
customers served under the GS rate schedule and, therefore, are accorded the same level 
of firm service. Any gas purchased from the Utility by a GS transportation customer is 
priced at the same rate as that sold to the GS retail sales customers. Interruptible (IS) 
transportation are charged the same base rates as the retail sales customers served under 
the IS rate schedule and, therefore, are subject to interruption. Any gas purchased, when 
available, from the Utility by an IS transportation customer is priced at the same rate as 
that sold to the IS retail sales customers. 

WITNESS: Steve Seelye 

1 
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DELTA NATURAL GAS COMPANY, PNC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

98. Please provide a map of the Delta natural gas distribution system. Please 
annotate the map to locate pipeline interconnections, and any LNG or 
propane or other peak shaving facilities. 

RESPONSE: 

See attached map. 

WITNESS: Glenn R. Jennings 



DELTA NA TURAL GAS COMPANY INC 
SERWCE AREA 





99. a. Please provide a listing of all allocation factors and their numerical values. 

b. Separately for each demand factor, explain what each factor is (e.g. peak 
demand on design day excluding transmission customers,etc.) and how that factor differs 
from other demand allocation factors. 

C. Separately for each customer allocation factor, explain what each factor is 
and how that factor differs from other customer allocation factors. 

RESPONSE: 

a. 

b. 

c. 

See Seelye Exhibit 2-35 through 2-36. 

See Direct Testimony of William Steve Seelye, pp. 8- 9. 

See Direct Testimony of William Steve Seelye, pp. 9-10. 

W I T N E S S :  Steve Seelye 



100. 
customer demands included in the allocator. If the interruptible customer demands used to 
determine the demand allocators are less than either the contract demands or the actual 
interruptible demands during recent peak demands, explain why the smaller demands have 
been used. 

For each demand allocator, please state the basis for the amounts of interruptible 

RESPONSE: 

DEMO1 (Gas Supply) - Interruptible load fully included based on design day requirements. 

DEMO2 (Storage) - Interruptible load not included. See response to item 89 of the AG’s 
data request. 

DEMO3 rransmission) - Interruptible load fully included based on design day 
requirements. 

DEMO4 (Distribution Structures) - Interruptible load fully included based on design day 
requirements. 

DEMO5 (Distribution Mains) - Interruptible load fully included based on design day 
requirements. 

WITNESS: Steve Seelye 



101. 
design peak day criteria. Include supporting workpapers and documentation 

Please identify the probability of design peak day occurrence for the Company's 

RESPONSE: 

See response to item 90 of the AG's data request. 



DELTA NATURAL GAS COMPANY, BNC. 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

102. Please provide a detailed supply and requirements schedule for the 
company’s three most recent annual peak days, including the 1996-97 
winter season. The schedules should include deliveries to meet demands 
by source (i.e., FTS, contract storage service, on-system storage, 
propane, etc. by pipeline rate schedule) and requirements by customer 
class. Separately, identify deliveries and requirements for transportation 
customers. Also, provide the Company’s daily sendout sheet for each 
peak day and the applicable weather data. 

RESPONSE: 

1996-1 997 Estimated Peak Day Requirements: 
Class 100 Residential 32,717 Mcf 
Class 200 Commercial 17,617 
Class 300 Industrial 2.51 7 
S u b-Tot al 52,851 
Class 500,600,800 Transportation 10,066 
Total 62.91 7 

1996-1 997 Estimated Peak Day Supply: 
FT-A & FT-G: 16,088 Mcf 
GTS: 11,309 
FTS, Local Production & Storage 25,454 
Third-party transportation: 10,066 

Total 62.91 7 

1997-1 998 Estimated Peak Day Requirements: 
Class 100 Residential 37,048 Mcf 
Class 200 Commercial 19,949 
Class 300 Industrial 2,542 
S u b-To tal 59,539 
Class 500,600,800 Transportation 11,708 
Total ---A_-__ 71 -247 

1997-1 998 Estimated Peak Day Supply: 
FT-A & FT-G: 16,585 Mcf 
GTS: 11,659 
FTS, Local Production & Storage 31,295 
Third-party transportation: 11,708 

Total 71,247 ~ -_ 



1998-1 999 Estimated Peak Day Requirements: 
Class 100 Residential 41,031 Mcf 
Class 200 Commercial 22,094 
Class 300 Industrial 2,567 
S u b-To tal 65,692 
Class 500,600,800 Transportation 13,216 
Total 78,908 

1998-1 999 Estimated Peak Day Supply: 
FT-A & FT-G: 17,098 Mcf 
GTS: 12,019 
FTS, Local Production & Storage 38,083 
Third-party transportation: 11,708 

Total ______-- 78,908 

SEE ATTACHED SCHEDULES FOR ACTUAL PEAK DAY SENDOUT. 

1996-1 997 Peak Day Supply: 
FT-A & FT-G: 14,900 Mcf 
GTS: 10,474 
FTS, Local Production & Storage 23,575 
Third-party transportation: 9,323 

Total 58!272 

1997-1 998 Peak Day Supply: 
FT-A & FT-G: 
GTS: 8,382 
FTS, Local Production & Storage 22,500 
Third-party transportation: 8,417 

Total 51 !223 

1 1,924 Mcf 

1998-1999 Peak Day Supply: 
FT-A & FT-G: 13,457 Mcf 
GTS: 9,459 
FTS, Local Production & Storage 29,972 
Third-party transportation: 9,214 

Total 62,102 ___- 

Sponsoring Witness: 

Glenn R. Jennings 



Delta Natural Gas Peak Day 
January 17,1997 

a 

e 

e 

Corbin Nicholasville 
High 18 Degrees Fahrenheit 
Low 5 Degrees Fahrenheit 

54 Degree Days 

High: 18 Degrees Fahrenheit 
Low: 3 Dearees Fahrenheit 

55 Degree Days 

I Corbin 
PoDlar Grove #820 1.925 Nicholasville 10.51 1 
Podar Grove #825 3.070 Berea 9,286 

Jeffersonville 378 
Kinder Hilda 235 
Farmers 1,136 
Salt Lick 176 

- 

G.S. Knox #830 
- I - .  - 

0 
Ind. Park Belt #833 3,094 

Southern #834 69 
G & M Oil #837 121 

Gray 
Fariston 

0 
1.210 Total 21,722 

Stanton 
West Bend 
Owingsville 
Kingston 
Camargo 
Frenchburg 
Sharpsburg 

2,761 Corbin Total: 9,409 

Barbourville 
199 

2,454 
Knox Gas St. 400 41 6 
Knox Gas St. 500 858 

2,042 
190 

Sowders 4 
Orphanage 1 
Mays #437 75 

Wiser-Knox Station 2,185 

354 
249 

Total 8.249 

I Manchester 
E.T.B.S. 432 

Barbourville Total: 3,539 

I Williamsbu rg I Greenbriar T.B.S. 499 
Burning Sp. 195 
Oneida 206 
Prison 297 

Wburg T.B.S. #700 
1-75 Crossing 
McDonald #246 
McDonald #211 
McDonald #221 
Bailey #252 
Stott #215 
Bryant #312 

2,052 
154 

1 
0 

18 
Total 1,629 

Middlesboro 
Pineville 

3,291 
703 

10 
6 
0 

Wiser F.T. 995 
Williamsburg Total: *Delta F.T. 1,924 2,241 

KA1 North 0 
Jellico 0 East Bernstadt 

London T.B.S. 
London Ind. Park 

London Total 

1,251 
2.831 

9 
4,091 

North 
System Total 29,971 

Beattyville 
Jackson Co. High 

390 
10 

South 
System Total 28,30 1 

Grand Total A Actual 
T Telemetry 
E Estimated 
F Factors 

58,272 



Delta Natural Gas Peak Day 
March 11,1998 

Corbin 
High: 26 Degrees Fahrenheit 
Low: 12 Degrees Fahrenheit 

46 Degree Days 

Nicholasville 
High 26 Degrees Fahrenheit 
Low 9 Degrees Fahrenheit 

47 Degree Days 

Corbin 
Poplar Grove #820 0 
Poplar Grove #825 3,444 
G.S. Knox #830 2 

N ic holasvi I I e 
Berea 
Jeffersonville 
Kinder Hilda 
Farmers 
Salt Lick 

7,843 
8,097 

265 
152 Ind. Park Belt #833 2.524 
89 1 Southern #834 64 

G & M Oil #837 49 131 

Total '17,379 

2.558 

Gray 0 
Fariston 889 

Stanton 
West Bend 
Owingsville 
Kingston 
Camargo 
French b u rg 
Sharpsburg 

Corbin Total: 6.972 
0 

I Barbourville 
Knox Gas St. 400 0 
Knox Gas St. 500 761 

2,470 
2,178 

291 
29 1 S owd e rs 0 
185 Orphanage 0 

Mays #437 0 
Wiser-Knox Station 1,617 Total 7,973 

I Manchester 
S.T.B.S. 372 

Barbourville Total: 2,378 
~ ~~ ~ 

Greenbriar T.B.S. 430 I Williamsburg 1 
Burnina SD. 185 

Wburg T.B.S. #700 
1-75 Crossing 
McDonald #246 
McDonald #211 
McDonald #221 
Bailey #252 
Stott #215 
Bryant #312 

Oneida 
Prison 

1,567 
281 

5 

195 
302 

3 Total 1,484 
15 
0 

20 
14 

Middlesboro 2,628 
Pineville 526 - . 

Wiser F.T. 795 
*Delta F.T. 1.534 Williamsburg Total: 1,905 

KA1 North 3,436 
Jellico 0 East Bernstadt 

London T.B.S. 
London Ind. Park 

London Total 

0 
3.828 

0 North 
System Total 25,352 3,828 

377 Beattyville 
Jackson Co. High 

South 
System Total 25,871 8 

A Actual E Estimated 

T Telemetry F Factors Grand Total 51,223 



Delta Natural Gas Peak Day 
January 17,1997 

e 
Corbin 

High: 18 Degrees Fahrenheit 
Low: 3 Dearees Fahrenheit 

Nicholasville 
High 18 Degrees Fahrenheit 
Low 5 Degrees Fahrenheit 

54 Degree Days 55 Degree Days 

1 Corbin I 
Podar Grove #820 1.925 Nicholasville 

Berea 
Jeffersonville 
Kinder Hilda 
Farmers 
Salt Lick 

10.51 1 . -  
Poplar Grove #825 3,070 
G.S. Knox #830 0 

9,286 
378 

Ind. Park Belt #833 3,094 
Southern #834 69 

235 
1 .I36 

G 8, M Oil #837 121 
Gray 0 

Fariston 1,210 

176 

Total 21,722 

Stanton 
West Bend 
Owingsville 
Kingston 
Camargo 
Frenchburg 
Sharpsburg 

2,761 
199 

2.454 

Corbin Total: 9,489 

I Barbourville 
Knox Gas St. 400 41 6 
Knox Gas St. 500 858 

I 
2,042 

190 
Sowders 4 

Orphanage 1 
Mays #437 75 

Wiser-Knox Station 2,185 

354 
249 

Total 8,249 

I Manchester 1 
E.T.B.S. 432 
Greenbriar T.B.S. 499 

195 

Barbourville Total: 3,539 

Williamsburg 
Burning Sp. 
Oneida Wburg T.B.S. #700 

1-75 Crossing 
McDonald #246 
McDonald #21 I 
McDonald #221 
Bailey #252 
Stott #21 5 
Bryant #312 

206 
297 

2,052 
154 Prison 
I 
0 

18 
Total 1,629 

Middlesbor 
Pineville 

3,291 
703 

10 
6 
0 

Wiser F.T. 
*Delta F.T. 

995 
1,924 Williamsburg Total: 2,241 

KAI North 
Jellico 

0 
East Bernstadt 
London T.B.S. 
London Ind. Park 

1,251 
2,831 

0 

29,971 
North 

London Total 4,09 1 System Total 

Beattyville 
Jackson Co. High 

South 
Svstem Total 28.301 

390 
10 

Grand Total 58,272 A Actual 

F Factors 



P 

I 

DELTA NATURAL GAS COMPANY, INC. 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

103. Please provide a summary identifying the salient features of each of the 
following currently in effect. Salient features include contract party, 
effective term and applicable contract entitlements (daily, annual, 
seasonal, etc.). 

a. All firm transportation and no-notice agreements by type. Indicate 
whether the capacity is available at the Company’s citygate to meet 
design day requirements or is upstream capacity. Identify the 
applicable downstream pipeline for each upstream arrangement. 

RESPONSE: 

Tennessee Gas Pipeline: 
Term: 9/1/93 - 11/01/00 
Entitlements: FT-A - 1,400 Dth MDQ 

FT-G - 4,248 Dth MDQ Min. & 16,211 Dth MDQ Max. 

Columbia Gas Transmission: 
Term: 1 1 / I  /93 - 10/31/08 and from year-to-year thereafter 
Entitlements: GTS - 12,070 Dth TD; 219,497 Dth Annual GTS 
Quantity 

Term: 1 1 / I  /93 - 10131 194 and from year-to-year thereafter 
Entitlements: GTS - 31 0 Dth TD; 12,686 Dth Annual GTS Quantity 

Capacity is available at Delta’s citygates through the TGP FT 
agreements and the CGT GTS agreements referenced above. 

Columbia Gulf Transmission: 
Term: 1 1 / I  /94 - 10/31/08 and from year-to-year thereafter 
Entitlements: FTSI - 4,103 Dth TD 

Term: 1 1 / I  /94 - 10131 195 and from year-to-year thereafter 
Entitlements: FTS-1 - 105 Dth TD 

Capacity on Gulf is upstream capacity. Columbia Gas Transmission is 
the downstream pipeline on the Gulf FTSI agreements referenced 
above. 



b. All Storage, gathering and exchange agreements. Indicate if each 
agreement provides design day capacity at the citygate or requires 
separate transportation (identify) service to effectuate delivery. 
Include anv on-svstem storage and peak shavina facilities used bv the 
Company. 

RESPONSE: 

Tennessee Gas Pipeline: 
Term: 9/1/93 - 11/01/00 
Entitlements: FS-MA - 387,622 Dth MSQ; 8,636 Dth MDQ w/d & 

2,585 Dth MDQ inj. 

1,245 Dth MDQ inj. 
FS-PA - 186,757 Dth MSQ, 1,524 Dth MDQ w/d & 

Columbia Gas Transmission: 
Term: 1 I / I  /93 - 10/31/08 and from year-to-year thereafter 
Entitlements: GTS - 397,123 Dth SCQ 

Term: 1 1 / I  /93 - 10/31/94 and from year-to-year thereafter 
Entitlements: GTS - 10,216 Dth SCQ 

Capacity is available at Delta’s citygates through the TGP FS 
agreements and the CGT GTS agreements referenced above. 

ON-SYSTEM STORAGE: 
Canada Mountain: 

Storage Field Capacity: 6,600,000 Mcf 
Maximum Daily Deliverability: 28,000 Mcf 

Kettle Island: 
Storage Field Capacity: 1,406,000 Mcf 
Maximum Daily Deliverability: 2,000 Mcf 



c. Please reconcile the capacity entitlements identified in subparts a and 
b with the design day entitlements provided in response to the 
previous question. 

RESPONSE: 

The capacity entitlements identified in subparts a and b represent only 
a portion of Delta’s design day requirements. The balance of Delta’s 
design day requirements consists of third-party transportation 
volumes, spot purchases and local production. 

Sponsoring Witness: 

Glenn R. Jennings 



* DELTA NATURAL GAS COMPANY, INC, 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

QUESTION: 

104. Please provide a detailed description of the Company’s meter testing and change-out 
program. 

e 

RESPONSE: 

104. Delta’s meter testing and change-out program is performed in compliance with the 
Commission’s regulations as stated in 807 KAR 5:006 General Rules, Section 16, Meter 
Testing, Section 17, Meter Test Records, and 807 KAR Gas Safety and Service, Section 8, 
Gas Measurement. 

Delta owns and operates a meter shop at its Winchester Service Center. The meter shop and 
the meter provers used to test meters are periodically inspected and certified by the PSC 
staff. The shop is operated and supervised by employees that are PSC certified meter 
testers. 

The PSC regulations require that positive displacement meters with a rated capacity of up 
to and including 500 cubic feet per hour be tested at least once every ten years; with a rated 
capacity of over 500 cubic feet per hour, and up to and including 1,500 cubic feet per hour 
be tested at least once every five years; with a rated capacity of over 1,500 cubic feet per 
hour be tested at least once every year. 

Delta tests all diaphragm meters to assure that they are accurate within the requirements of 
the Commission’s regulations prior to placing them in service. This includes new meters. 
Meters that are removed from service for rotation, or for any other reason, are tested as 
soon as feasible following removal. Removed meters are repaired and/or adjusted to meet 
the required accuracy before being placed in service again. Meters that are obsolete, or 
where the cost to repair is not justified, are retired and disposed of as scrap. 

A list of meters that are due to be tested is prepared at the start of each year. The list is 
distributed to the appropriate personnel responsible for the removal and testing of those 
meters. Those personnel then see to it that the meters for which they are responsible are 
rotated and tested on a timely basis. 

Proper records of every meter rotation, accuracy test, and repair are made and retained as 
required by the Commission’s regulations. A summary report of the meter test results is 
filed quarterly with the Commission. 

WITNESS: 

John Hall 



105. 
class reflected in the Company’s cost of service study. Include copies of any analysis or 
studies conducted by the Company examining this issue. 

Please identify the bill preparation time required for each rate schedule/customer 

RESPONSE: 

The information requested is not available. 

WITNESS: Steve Seelye 



106. 
study, please: 

For each rate schedule/customer class reflected in the Company’s cost of service 

a. identify the number of meter in service; 

b. identify the number of times each month the meters of the various rate 
schedule/customer classes are physically read (i.e., daily, bi-monhtly with estimated readings 
on alternating months); and 

C. provide copies of any analyses or studies prepared by the Company 
examining meter reading time requirements by the various classes of customers served. 

RESPONSE: 

a. Estimated meters for each class: 

Residential 

Small Commercial 

Large Comrnercial, Industrial 
& Lnterruptible 

Special Contracts 

32,111 Meters 

4,119 Meters 

1,679 Meters 

b. Meters are read monthly. 

C. The information requested is not available. 

9 Meters 

WITNESS: Steve Seelye 



DELTA NATURAL GAS COMPANY, INC 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

QUESTION: 

107. Please provide copies of any analyses, studies or documents which identify the 
frequency of billing inquires by customer class and the time required to 
address those inquires. 

RESPONSE: 

107. Delta does not have any analyses, studies or documents that identify the frequency 
of billing inquiries by customer class. 

WITNESS: 

John Hall 



DELTA NATURAL GAS COMPANY INC 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

108. Please identify: 

a. The O&M account in which costs associated with the Company's account representatives are reflected; 

b. Total expenses associated with account representatives; and 

c. The number of representatives servicing or assigned to each particular customer class. 

Response; 

a. The 0 & M account in which costs associated with the Company's account representatives (Cashiers) 
is 1.903.01. 

b. The total expenses associated with the account representatives (cashiers) are $495,671. 

c. At 12/31/98 there were 18 Full-time account representatives (cashiers) that serviced Delta's 32,940 
Residential customers, 779 Commercial-Other customers, 4,346 Commerial-Small customers, and 
67 Industrial customers. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

109. Please provide actual and weather normalized sales volumes and number 
of customers by rate schedule for each month from January 1998 through 
that most recently available. Include supporting normalization workpapers 
and documentation. 

RESPONSE: 
See Attached 

WlTN ESS: 
John Brown 
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DELUA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S DATA REQUEST DATED 8/11/99 

1 I O .  Please provide actual and weather normalized transportation volumes and 
number of customers by rate schedule for each month from January 1998 
through that most recently available. Include supporting normalization 
workpapers and documentation. 

RESPONSE: 
See Attached 

WITNESS: 
John Brown 
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DELTA NATURAL GAS COMPANY, INC. 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

1 11. Please provide copies of any studies conducted by Delta which 
examine the effect of transportation customer imbalances on system 

RESPONSE: 

Delta has not condi 

sales customers' gas costs. 

cted any sti dies that examine the effect of 
transportation customer imbalances on system sales customers' gas 
costs. Delta strives to keep transportation customers' imbalances at 
minimal levels on Delta's systems. 

Sponsoring Witness: 

Glenn R. Jenninas 



DELTA NATURAL GAS COMPANY, INC. 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

11 2. Please provide a schedule separately identifying all interruptions of 
transportation or retail sales service on the Delta system since 1994 
due to  capacity constraints on Delta's distribution system. Identify 
the length of interruption, the volumes interrupted, the rate schedule 
of the interrupted customers, and the area in which interruptions 
occurred if the interruption was local rather than general on the Delta 
system. 

RESPONSE: 

Since 1994, Delta has not experienced any interruptions of 
transportation or retail sales service due to capacity constraints on its 
distribution system. 

Sponsoring Witness: 

John Brown 



DELTA NATURAL GAS COMPANY, INC. 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

113. Please explain how often most of Delta’s transportation customers 
generally revise their nomination for deliveries into Delta’s system by class. 
Hourly, daily, monthly? 

RESPONSE: 

Delta’s transportation customers typically nominate on a monthly basis. 
However, customers can change their nominations with intra-month 
nominations. 

Sponsoring Witness: 

Glenn R. Jennings 



DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 

ATTORNEY GENERAL'S INITIAL REQUEST FOR INFORMATION 

114. Please identify the monthly quantity of standby service reserved 
by transportation customers during the period January 1996 to 
present. 

RESPONSE: 

Although standby service is offered under Delta's transportation 
tariff, Delta has not had any customers request standby service 
during the period January 1996 to present. 

Sponsoring Witness: 

John Brown 



115. 
or utilized to develop each allocation factor reflected in the Company’s cost of service study. 
Include copies of all computer files on Lotus 1-2-3, Quattro or Excel format. 

Please provide all workpapers, calculations, documentation and studies relied upon 

RESPONSE: 

See response to item 116 and the Exhibits to the Direct Testimony of William Steven Seelye 
and Randall J. Walker. 

W I T N E S S :  Steve Seelye 



116. 
in Lotus 1-2-3, Quattro or Excel forma. 

Please provide a copy of the Company’s cost of service s t u d y  on computer disckette 

RESPONSE: 

Enclosed is the output results of the cost of service model in Excel 97 format. 

WITNESS:  Steve Seelye 



ATTORNEY GENERAL’S DATA REQUEST DATED 8/11/99 

QUESTION: 

117. Please provide copies of all studies and analyses prepared by the Company 
which examine usage per customer for new homes and converting customers, 
and the usage per customer for new homes and converting customers with 
that of present customers. 

RESPONSE: 

1 17. The Customer Development Department conducted a usage study for 1998 that was 
included on the 1998 Calendar Year New Customer Report. Randomly selected 
customers on both new development and conversion extensions were selected to 
measure actual gas usage in Mcf ‘s. The test period in question was 83.95% of the 
30-year degree-day average for Delta’s service area. See attached. 

WITNESS: 

John Hall 

DELTA NATURAL GAS COMPANY, INC. 
CASE NO. 99-176 



.* 
;’ Response 117 

Customer Usage Study for Calender Year I998 e 

DeveloDment 
Hunting Creek 
Autumn Ridge 
Crooked Creek 
Mill Creek 
Southbrook 
Kenneland 
Vincewood 
South Point 
Hawthorne 
Paddock 
Bell Place 
B u rchwood 
Mt. Vernon Rd. 

0 ::::::; 
Ga bbard town 
Highway 1016 
Bush Bottom 
White Station 
Rolling Ridge 
Candlewick 
Indian Hills 
Dogwood 

Branch Home Size 
London 1700-2500 S.f. 
London 1200-1 600 S.f. 
London 21 00-8000 S.f. 
Corbin 1 100-1400 S.f. 
Nicholasville 1200-1700 s.f. 
Nicholasville 1600-2800 s.f. 
Nicholasville 1900-2500 s.f. 
Lexington 1800-2600 s.f. 
Nicholasville 2000-5000 s.f. 
Nicholasville 2300-8000 s.f. 
Nicholasville 900-2000 s.f. 
Berea 1 100-1400 S.f. 
Berea 900-2400 S.f. 
Berea 900-1 800 S.f. 
Berea 1600-2500 S.f. 
Berea 900-1 800 S.f. 
Berea 1000-21 00 s.f. 
Berea 1500-2000 S.f. 
Berea 1200-2600 S.f. 
Berea 2000-3200 S.f. 
Berea 1500-2800 S.f. 
Berea 1500-2400 S.f. 
Berea 1600-3200 S.f. 

A=wlu=w 
72 Mcf 
55 Mcf 
88 Mcf 
44 Mcf 
50 Mcf 
80 Mcf 
57 Mcf 
45 Mcf 
91 Mcf 
82 Mcf 
50 Mcf 
53 Mcf 
72 Mcf 
67 Mcf 
70 Mcf 
54 Mcf 
66 Mcf 
63 Mcf 
62 Mcf 
83 Mcf 
88 Mcf 
52 Mcf 
73 Mcf 

ple Soe 
23 
10 
29 
5 

28 
26 
20 
16 
28 
30 
28 
6 
24 
27 
26 
24 
32 
4 
10 
23 
23 
12 
25 

Usaqe 
131 Mcf 
91 Mcf 

240 Mcf 
60 Mcf 
78 Mcf 
148 Mcf 
108 Mcf 
78 Mcf 
159 Mcf 
144 Mcf 
84 Mcf 
74 Mcf 

233 Mcf 
145 Mcf 
137 Mcf 
99 Mcf 
134 Mcf 
85 Mcf 
131 Mcf 
147 Mcf 
136 Mcf 
86 Mcf 
179 Mcf 

*Usage Data obtained for Calender Year 1998 which was 83.95% of normal degree days. 

- 
36 Mcf 
32 Mcf 
34 Mcf 
24 Mcf 
30 Mcf 
41 Mcf 
10 Mcf 
12 Mcf 
34 Mcf 
11 Mcf 
31 Mcf 
42 Mcf 
24 Mcf 
31 Mcf 
31 Mcf 
31 Mcf 
25 Mcf 
53 Mcf 
15 Mcf 
29 Mcf 
47 Mcf 
10 Mcf 
27 Mcf 

*Customer samples where randomly selected, home sizes are estimated. 
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DELTA NATURAL GAS COMPANY, XNC. 

ATTORNEY GENERAL’S INITL4.L REQUEST FOR INFORMATION 
CASE NO. 99-176 

118. List all the different pressures utilized by Delta in the operation of its 
system and explain the operation of Delta’s system with respect t o  
change in gas pressures and the reason for the changes in gas pressures 

RESPONSE: 

TRA NSMISSIO N 
Beattyville - 1 10 psig to  120 psig 
Berea - 350 psig t o  375 psig 
Boonesboro - 230 psig t o  250 psig 
Farmers - 150  psig to 175 psig 
Kingston - 150 psig to  175 psig 
Nicholasville - 240 psig to  330 psig 
Owingsville - 150 psig to  190 psig 
Stanton - 180 psig t o  220 psig 

Williamsburg/Bundy - 140 psig t o  230 psig 
Bundy to London - 140 psig to  3 3 0  psig 
Manchester to Bundy - 230 psig to 330 psig 
Canada Mtn. To Flat Lick - 340 psig to  380 psig 
Pineville to  Kettle Island - 150 psig t o  220 psig 
Williamsburg to  Flat Lick - 180 psig to  300 psig 
Jellico to  Williamsburg - 140 psig to  200 psig 
Flat Lick t o  Manchester - 340 psig to  380 psig 
Four Mile to  Middlesboro - 150 psig to  220 psig 

The Company operates is transmission pipelines at no higher pressure 
than is necessary t o  meet the operational requirements of its distribution 
systems or transportation customers, which flow rates fluctuate from 
time t o  time. 

DISTRIBUTION 

The Company has established three categories of  distribution operating 
pressures: 

Beltline - sixty (60) psig through ninety-nine (99) psig 

Page 1 of  2 



'6' 

e 
Intermediate - above  low through fifty-nine (59) psig 
Low - four (4) inches through ten  and  one-half 10.5 inches water 
column 

Each distribution s y s t e m  is operated a t  sufficient pressures  to m e e t  the 
fluctuating requirements of its cus tomers .  

Sponsoring Witness:  

Glenn R. Jennings  

Page  2 of 2 



119. 
distribution (gas delivery) syste,/ 

For 1966, 1997, and 1998, please provide the following information regarding Delta’s 

a. The highest peak day and each classes’ contribution to that peak day 

b. The non-coincident peak (NCP) by the class and time of occurrence; 

C. The highest three-day peak and each classes’ contribution to that three-day 
pe& 

d. Delta’s design peak day; 

e. 
data; and 

The amount of finn and interruptible load by rate class in the CP and NCP 

f. A reconciliation of these factors with the demand allocators utilized in 
Delta’s gas cost of service study. 

RESPONSE: 

a. 1996-1997 58,272 Mcf Total 

1998-1999 62,102 Mcf Total 
1997-1998 51,223 Mcf Total 

Class information is not available. 

NCP data is not available. 

The information requested is not available. 

See Exhibit 3 to the Direct Testimony of William Steven Seelye. 

b. 

C. 

d. 

e. The information requested is not available. 

f. 
demand allocators represent design day demands. See Exhibit 3 to the Direct Testimony of 
Wfiam Steven Seelye. 

The information set forth in (a), above, represent actual historical data, while the 

RESPONSE: Steve Seelye 



120. Please provide workpapers for all numbers on Mr. Walker’s testimony, for which there 
are workpapers, i.e. load factor representations, on residential rate increases to achieve 
overall rate of return being 1.66 times total increase, etc. 

RESPONSE 

Load Factor: 
(1) Testimony, Dage 11, lines 1-3. Determined by dividing the Mcf shown in column 

7 of Walker Exhibit 6, page 1 by 365 days and dividing that product by peak day 
requirements shown in column 5 of Seelye Exhibit 3. 

(2) Testimony. p T e  14. lines 8-10. Determined by dividing the actual Mcf shown in 
column 2 of the referenced Exhibit 8, page 12 by the peak day loads shown in the 
last column of that page. 

Residential rate increase to achieve overall return beins 1.66 times total increase: 
Walker Exhibit 6, page 1, column 7 shows adjusted residential billings at the base rates 
of $10,109,997, Seelye Exhibit 5, page 1, line 13 shows a residential revenue 
requirement of $14,268,300 in order for the residential return to equal that of the 
proposed overall 9.31% return level. This represents a difference of $4,158,303, or 
1.66 times greater than the total requested increase of $2,510,901. 

There were no workpapers. 

WITNESS: Randall Walker 
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121. Reference Mr. Walker’s testimony at page 14, lines 4-10. Does Mr. Walker admit 
that the larger customers usage of the Delta’s system was 1.8 times (40% / 22%) the 
usage of the smaller customers. Of no, please explain why. 

RESPONSE 

If the term “usage” is meant to imply that customers with higher load factors impose 
more costs to the system relative to their revenue contribution, the answer is clearly 
no. 

Load factor is a measure of system throughput efficiency calculated by dividing the 
average load by the maximum load. The comment on page 14 of the testimony merely 
points out the relative difference between the load factors of the smaller and the larger 
customers within the Large Commercial/Industrial - General Service Class. With both 
groups being served under the same rate, the difference between the load factor of the 
two groups is a major contributing factor to variance between the rates of return. 

As an example, if we take two classes of customers that each use 365,000 Mcf per year 
and Class A imposes a maximum demand on the system of 2,000 Mcf per day and 
Class B imposes a maximum demand of 4,000 Mcf per day on the system. Class A 
would have a 50% load factor and Class B would have a 25% load factor. From a cost 
standpoint: (1) Class B would create twice the demand-related costs on the system as 
Class A (4,000 Mcf versus 5,000 Mcf); (2) Class A’s load factor would be 2.0 times 
Class B’s load factor (50% / 25%); and (3) both classes would impose exactly the same 
commodity-related costs. Since the commodity-related costs are insignificant when 
compared to the demand-related costs of the distribution system, Class A is clearly the 
least costly to serve. Even if both classes had the same maximum demand and Class 
A used twice the volume as Class By both would impose the same demand-costs on the 
system and Class A would impose an insignificant amount of additional commodity- 
related cost on the as compared to Class B. 

WITNESS: Randall Walker 
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COMMONWEALTH OF KENTUCKY 
- 7 "  '., - -  I, BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION ' 1 \ '  

In the Matter of: 

Adjustment of Rates of ) 17 b 
Delta Natural Gas Company, Inc. C a s e ~ o . 9 9 w  

INITIAL REQUEST FOR INFOFUWATION 
BY THE ATTORNEY GENERAL 

Comes now the intervenor, the Attorney General of the Commonwealth of Kentucky, by and through 

his Ofice for Rate Intervention, and submits these Requests for Information to Delta Natural Gas Company, 

Inc., to be answered by the date specified in the Commission's Order of Procedure, and in accord with the 

following: 

(1) In each case where a request seeks data provided in response to a staff request, reference to the 

appropriate request item will be deemed a satisfactory response. 

(2) Please identify the company witness who will be prepared to answer questions concerning each 

request. 

(3) These requests shall be deemed continuing so as to require further and supplemental responses if 

the company receives or generates additional information within the scope of these requests between the time 

of the response and the time of any hearing conducted hereon. 

(4) If any request appears confusing, please request clarification directly from the Office of Attorney 

General. 

( 5 )  To the extent that the specific document, workpaper or information as requested does not exist, 

but a similar document, workpaper or information does exist, provide the similar document, workpaper, or 

information. 

(6) To the extent that any request may be answered by way of a computer printout, please identify each 

variable contained in the printout which would not be self evident to a person not familiar with the printout. 



(7) If the company has objections to any request on the grounds that the requested information is 

proprietary in nature, or for any other reason, please notify the Office of the Attorney General as soon as 

possible. 

(8) For any document withheld on the basis of privilege, state the following: date; author; addressee; 

indicated or blind copies; all persons to whom distributed, shown, or explained; and, the nature and legal 

basis for the privilege asserted. 

(9) In the event any document called for has been destroyed or transferred beyond the control of the 

company state: the identity of the person by whom it was destroyed or transferred, and the person authorizing 

the destruction or transfer; the time, place, and method of destruction or transfer; and, the reason(s) for its 

destruction or transfer. If destroyed or disposed of by operation of a retention policy, state the retention 

policy. 

Respectfully Submitted, w ELIZABETH E. B CKFORD 
ASSISTANT A ~ R N E Y  GENERAL 
1024 CAPITAL CENTER DRIVE 
FRANKFORT KY 4060 1 
(502) 696-5453 
FAX:.(502) 573-4814 



CERTIFICATE .OF SERVICE AND OF FILING 

I hereby certifl that this the 'Ith day of August, 1999, I have filed the original and ten true 

copies of the foregoing with Hon. Helen C. Helton, Executive Director of the Kentucky Public 

Service Commission, 730 Schenkel Lane, Frankfort, Kentucky, 40601 and that I have served the 

parties by mailing the same, postage prepaid to: 

ROBERT M WATT I11 ESQ 
STOLL KEENON & PARK LLP 
201 EAST MAIN STREET 
LEXINGTON KY 40507-1380 

JOHN F HALL 
DELTA NATURAL GAS COMPANY INC 
3617 LEXINGTON ROAD 
WINCHESTER KY 4039 1 



I .  
DELTA NATURAL GAS COMPANY 

ATTORNEY GENERAL’S INITIAL REQUEST FOR INFORMATION 
CASE NO. 99-176 

1. Please provide all workpapers prepared by the Company in support of the two FR# 7-a filing 
requirement schedules and in support of all of the schedules (Schedules 1 through 9) submitted 
by Delta in response to FR# 6-h. 

2. With regard to the claimed overall rate of return of 9.3 127% on Schedule 7 and the Adjusted 
Capitalization data on Schedule 9, please provide the following information: 

a. In the Company’s prior rate case, Case No. 97-066, the PSC authorized an overall rate 
of return of 9.077 % and determined this overall rate of return by making the following 
calculations, as described on page 21 of its Order in that case: 

Cap. Str. Rat’ 1Q Cost Rate Weighted Cost 
Equity 36.25% 1 1.60% 4.205% 
LT Debt 53.41% 7.858% 4.197% 

Total lOO.0OYQ 9.077% 
ST Debt 10.34% 6.535% 0.675% 

Please confirm the above. If you do not agree, explain your disagreement. 

b. In the Company’s prior rate case, Case No. 97-066, the PSC applied this overall rate of 
return of 9.077% to the rate base found to be appropriate in that case in order to 
determine the appropriate revenue requirement (see page 18 of the Order in that case). 
Please confirm the above. If you do not agree, explain your disagreement. 

c. Under the Company’s proposed hypothetical capital structure and proposed capital cost 
rates, the proposed overall rate of return rate established in the same way as the PSC did 
in the prior case as per part a. above would be as follows: 

Cap. Str. Ratio lhSLbk2 Weiyhted C os1 
Equity 43.50% 1 1.90% 5.176% 
LT Debt 48.43% 7.4786% 3.622% 
ST Debt 8.07% 5.4 10% 0.436% ’ 

9.234% Total 100.00% 

Please confirm the above. If you do not agree, explain your disagreement 

d. Under the Company’s actual adjusted capital structure and proposed capital cost rates, 
the proposed overall rate of return rate established in the same way as the PSC did in the 
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3. 

4. 

5. 

6. 

7. 

prior case as per part a. above would be as follows: 

Cap. Str. Rat’ 10 Cost Rate Weighted Cost 
Equity 29.80% 13.90% 4.142% 
LT Debt 60.17% 7.4786% 4.499% 
ST Debt 10.02% 5.410% 0.542% 
Total 100.00YQ 9.183% 

Please confirm the above. If you do not agree, explain your disagreement. 

Please provide all studies performed by the Company or relied on by the Company to come to 
the conclusion that its optimum capital structure should include an equity ratio of 43.5%. If 
achieving an “optimum” capital structure was not the objective, provide the basis for and all 
calculations performed to arrive at the equity ratio of 45%. 

The rate base vs. capital structure reconciliation shows a difference of $640,324 which, 
presumably is shown and explained on FR 7(a). Please provide a schedule showing exactly 
how the $640,324 difference can be derived from the data on FR 7(a). 

With regard to account 123 (Investments in Subsidiary Companies), page 110 of the 1998 
FERC Form 2 shows a 12/3 1/98 balance of $1,13 1,650, the 1998 Trial balance account 123 
components add to $1,132,650 for the 12/31/98 balance, and FR 7(a) shows a 12/31/98 per 
books balance of $1,466,060. In this regard, provide the following information: 

a. Please provide detailed reconciliations for these three different per books balances as of 
12/3 1/98. 

b. On FR 7(a), provide a detailed breakout what Subsidiary Company investments make up 
the $1,280,279 and what makes up the remaining “Proposed Adjustment” of $185,781. 

Please provide a schedule showing a breakout by plant component (e.g., plant in service, 
CWIP, cushion gas, etc.) of the actual Canada Mountain investments of $14,323,170 included 
in the actual 12/31/98 plant balance and the actual Canada Mountain related accumulated 
depreciation of $742,254. 

The 1213 1/98 per books Utility Plant balance on FR 7(a) is shown to be $125,206,004 which 
the 1998 Trial Balance shows to consist of the following components: 

Plant in Service $1 19,758,525 
CWIP $ 1,382,759 
Cushion Gas $ 4,046,127 
Non-Utility $18.592 
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Total $125,206,004 

In this regard, please provide the following information: 

I a. 

b. 

C. 

d. 

e. 

8. In the same format and detail as per “Item 12, pages 1 and 2 of 5, provide the monthly, total, 
and annual monthly average balances for A/C 107 CWIP and A/C 107 CWIP related Accounts 
Payables from December 1996 through December 1997. 

9. With regard to the monthly A/C 107 CWIP balances shown on page 1 of 5 of the response to 
PSC data request # 12, please provide the following information: 

Confirm the correctness of the above table. If not correct, provide the corrected data. 

For each of the above Utility Plant components, provide the Canada Mountain 
components to be removed, which should add to a total removal amount of $14,323,170. 

What represents the “Proposed Adjustment” amount of $1,587,945, used by the 
Company to arrive at the proposed adjusted Utility Plant balance of $1 12,470,779? 

Provide a schedule showing a detailed reconciliation between the adjusted 12/3 1/98 
Utility Plant balance of $1 12,470,779 and the corresponding balance of $1 14,965,626 on 
Schedule 7, line 1. 

Explain the difference of $2,602 between the 12/3 1/98 plant balance of $109,369,706 on 
Item 24, page 2 of 2 and the corresponding balance of $1 09,367,104 on Item 12, page 1 
of 5. 

a. Do the monthly balances shown for Dec 1997 through Dec 1998 represent CWIP 
balances exclusive of Canada Mountain? If not, what adjustments were made to the 
Company’s per books CWIP balances to arrive at the adjusted CWIP balances on page 
1 of 5? What adjusted CWIP balance is included in rate base as part of the Property 
balance of $1 14,965,626? 

b. All monthly adjusted CWIP balances from December 1995 through December 1997 
stated on an equivalent basis as the monthly CWIP balances for Dec 1997 through Dec 
1998 on page 1 of 5. 

c. All actual monthly adjusted CWIP balances from December 1998 through July 1999 and 
as projected for the remaining months of 1999 stated on an equivalent basis as the 
monthly CWIP balances for Dec 1997 through Dec 1998 on page 1 of 5. 

10. The FERC Form 2, page 1 10 accumulated depreciation balance (including non-utility) amounts 
to $33,478,352 which is also shown as the per books 12/31/98 balance on FR 7(a). In this 
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1 1 .  

12. 

13. 

14. 

15. 

16. 

17. 

regard, please provide the following information: 

a. Reconcile the “Proposed” balance of $32,756,310 on FR 7(a) to the corresponding 
12/31/98 adjusted balance of $32,717,506 on Item 12, page 1 of 5. 

b. Reconcile both the balances stated in part b. above to the reserve balance of $35,230,946 
on line 2 of Schedule 7. 

With regard to WP5 1, page 3, please provide the following information: 

a. Show the derivation of the Canada Mountain depreciation expenses of $463,710 from 
the data on WP51, pages 1,2, and 3. 

b. Explain and provide workpapers and actual source documentation for the Tranex 
depreciation addition of $126,144. 

In the same format and detail as per “Item 12, pages 1 and 2 of 5, provide the monthly, total, 
and annual monthly average balances for the Total Materials and Supplies Account and the 
Total Materials and Supplies Account related Accounts Payables from December 1996 through 
December 1997. 

What percentage of the Company’s average annual M&S balance typically gets capitalized 
rather than expensed during any particular year? 

With regard to Prepayments, provide the following information: 

a. For each of the 13-months starting Dec 1997 through Dec 1998, provide the monthly and 
annual monthly average prepayment balances, broken out by specific prepayment item. 

b. Provide a breakout of all of the insurance items included in the average annual prepaid 
insurance balance. 

Identi@ any M&S balances and/or prepayment balances that are related to unregulated subs 
or the Canada Mountain project. 

What represents the difference between the 12/3 1/98 FERC Form 2 account 164 Gas Stored 
Underground balance of $3,364,903 (also see FR 7(a), and the proposed adjusted balance in 
rate base of $265,579? 

Please provide the monthly balances for Advances for Construction for the period Dec 1997 
through Dec 1998 and for each of the months of 1999 for which actual data is available at this 
time. 
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18. Page 3 of 5 of Item 12 shows that as part of the total 12/31/98 ADIT balance, A/C 28302 
Regulatory ITC has the effect of increasing rate base by $392,500 (by virtue of the fact that it 
has reduced the total ADIT rate base deduction by $392,500). In this regard, provide the 
following information: 

a. Confirm the above statement. If you do not agree, explain your disagreement in detail. 

b. Account 254 Other Regulatory Liabilities (see page 278 of the 1998 FERC Form 2) 
includes the same Regulatory ITC balance of $392,500, representing the exact counter- 
account to the Regulatory ITC balance of $392,500 included in the total ADIT balance. 
Please confirm this. If you do not agree, explain your disagreement. 

c. The Account 254 Other Regulatory Liabilities balance of $392,500 (see page 278 of the 
1998 FERC Form 2) has not been treated as a rate base deduction in this case by Delta. 
Please confirm this. If you do not agree, explain your disagreement. 

19. In the prior case, Case No. 97-066, the PSC, on rehearing, allowed a total ADIT balance of 
$7,389,05 1, as shown on page 2 of the PSC’s Rehearing Order in that case. This net ADIT 
balance consisted of the following components: 

- A/C 28201 Accel. Depreciation ($8,414,800) 
- A/C 28205 Alt. Minimum Tax $1,305,600 
- A/C 28207 Adv. For Construction . $ 41,400 
- A/C 282010 Unamort. Debt Exp. ($ 321,751) 
- A/C 282012 Storage Gas u 

$7.389.05 1 - TOTAL 

In this regard, please provide the following information: 

Please confirm the above information. If you do not agree, explain your disagreement. 

If the exact same ADIT components as allowed by the PSC on rehearing in the prior case 
were to be used in the current case, page 3 of 5 of Item 12 in this case would show the 
following total net ADIT balance as of 12/3 1/98: 

A/C 28201 Accel. Depreciation ($10,034,325) 
A/C 28205 Alt. Minimum Tax $ 1,274,100 
A/C 28207 Adv. For Construction . $ 43,700 
A/C 282010 Unamort. Debt Exp. ($ 388,205) = 85.17% x ($455,800) 
A/C 282012 Storage Gas $ 1.100 
TOTAL $22kuua 

Please confirm the above information. If you do not agree, explain your disagreement. 
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20. Page 4 of 5 of Item 12n shows on a monthly basis for the year 1998 the customer deposit 
receipts, refunds and net cumulative balance. In this regard, please provide the following 
information: 

a. Describe the customer deposit receipt and refund policy used by the Company. 

b. Provide the actual monthly customer deposit balances for 1995, 1996, 1997 and 1999 
through July or the most recent month €or which actual data are available. 

c. Confirm that Item 12n, page 4 of 6 shows that the average test year customer deposit 
balance is $493,566 as opposed to the 12/31/98 balance of $594,863. 

d. Confirm that the Company has proposed to include interest on customer deposits as a pro 
forma above-the-line expense of $35,692, which was calculated by applying the 6% 
interest rate to the 12/31/98 customer deposit balance of $594,863 (see Schedule 4). 

e. Why has the Company treated the interest on customer deposits as a pro forma above-the- 
line expense without treating the associated customer deposit balance as a rate base 
deduction? 

f. Would the Company agree that it is generally accepted ratemaking practice to either (1) 
include customer deposits in the capital structure at a cost rate of 6% or (2) deduct the 
customer deposit balance from rate base and treat the interest expense as a pro forma 
above-the-line expense ? If you do not agree, explain your disagreement in detail. 

g. Isn’t it true that in the prior case, the Company, consistent with the generally accepted 
ratemaking principle described in part f. above, included customer deposits in the capital 
structure at a cost rate of 6%? 

2 1. With regard to Customer Advances for Construction which the Company has treated as a rate 
base deduction in this case, please provide the following information: 

a. Describe the Customer Advances for Construction receipt and refund policy used by the 
Company. 

b. Provide the actual monthly Customer Advances for Construction customer balances for 
1998 and 1999 through July or the most recent month for which actual data are available 
in the same format as shown for Customer Deposits on Item 12n, page 4 of 6, i.e., showing 
actual monthly receipts, refunds, and the net cumulative balances. 

22. With regard to the monthly balance of $126,000 for Medical Self Insured and of $25,000 for 
Other Self Insured, please provide the following information: 
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a. Provide the monthly balances for both of these accounts for 1995, 1996, 1997 and 1999 
through the most recent actual month available. 

b. Explain the reasons and purposes of these two reserve accounts. 

c. Have these accrued balances been funded with above-the-line expense accruals? 

d. What were the dollar amounts of the expense accruals to fund these self insurance reserves 
that were included as above-the-line expenses in the Company’s prior rate case? 

e. What are the dollar amounts of the expense accruals to fund these self insurance reserves 
that are included as above-the-line expenses in the Company’s current rate case? In 
addition, describe in which expense account these accruals are recorded. 

23. Please provide all amortization expenses included in the 1998 test year “above-the-line” 
operating results. In addition, for each amortization expense, provide the following 
information: 

a. Approved or not approved for rate making purposes through prior PSC rulings. 

b. Amortization period and whether this period was approved by the PSC. 

c. Annual amortization amount. 

d. Original amortization starting date and amortization expiration date. 

24. Identifjr any information, as soon as it known, which would have a material effect on net 
operating income, rate base and cost of capital, which occurred after the preparation of Delta’s 
filing and was not incorporated in the filed testimony, exhibits and filing requirements. 

25. Please provide a listing (including associated dollar amounts) of all expenses and taxes other 
than income tax items that were booked in the 1998 test year but relate to prior periods. In 
addition, provide a brief description of each of such -identified items. 

26. Please provide a listing (including associated dollar amounts) of all expenses and taxes other 
than income tax items booked in the 1998 test year that represent abnormal bookings that are 
not typically booked on an annual recurring basis. In addition, provide a brief description of 
each of such identified items. 

27. Please provide all non-recurring start-up expenses booked during 1998 associated with the 
implementation of major new programs. In addition, provide a brief description of each of 
such identified items. 
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28. Please provide a schedule showing all expenses, by expense type and in total, that were booked 
during the test year that directly or indirectly related to the implementation of the Y2K 
compliance and compliance testing. In addition, provide a description what activities and 
programs the Compariy has performed regarding Y2K compliance, when these activities 
started, when they are anticipated to end, and what specific portion of these activities were 
performed in 1998. 

29. The Company’s proposed income taxes (prior to the rate increase request) of $1,596,449 were 
based on an interest expense deduction amount of $3,114,019, as shown on FR 7(a). Please 
provide a schedule showing how this amount of $3,114,0 19 was derived and what the basis for 
it is. 

30. Page 114 of the 1998 FERC Form 2, shows that the Company, as an “Option 2” company, can 
reduce its annual income taxes by $70,950 for the amortization of the Investment Tax Credit. 
The PSC adopted this tax expense credit of approximately $7 1,000 in the prior case. Please 
explain why the Company in the current case has again failed to reflect this income tax credit 
of $70,950. 

31. In response to data request AG 2-8 in the prior rate case, the Company confirmed that the 
annual amortization of its excess deferred taxes due-to the FIT income tax rate change from 
46% to 35% is $20,400 based on a 45-year amortization of the original excess deferred tax 
amount of $915,200. The AG in that case recommended amortizing this excess deferred tax 
amount over 35 years for an annual excess deferred tax credit of $26,150. This was adopted 
by the PSC in determining the Company’s revenue requirement in the prior case. In this 
regard, provide the following information: 

a. Confirm the above statements. If you do not agree, explain your disagreement in detail. 

b. Confirm your agreement that, based on the PSC’s adopted ratemaking treatment for this 
excess deferred tax amortization in the Company’s prior case, it would be appropriate to 
reflect a similar tax credit of $26,150 for this excess deferred tax amortization in the 
current case. If you do not agree, explain your disagreement in detail. 

32. Please reconcile the 1998 total direct payroll costs of $6,25 1,888 with the total salaries and 
wages for 1998 of $6,125,333 on page 355 of the 1998 FERC Form 2. 

33. With regard to the pro forma payroll tax increase of $8,937 on Schedule 6, please provide the 
following information: 

a. Isn’t it true that a portion of this tax increase is not charged to O&M expense but, rather, 
is allocated to construction, merchandising and subsidiaries through A/C 1.922 “Expenses 
Transferred”? If you do not agree, explain your disagreement in detail. 
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b. What is the appropriate approximate percentage of the payroll taxes that is charged to 
construction, merchandising and subsidiaries? Would this be equal to the labor percentage 
for 1998 of 26% as can be calculated from page 355 of the 1998 FERC Form 2 
[($1,576,796 + $16,818) / $6,125,333]? If not, explain why not. 

34. The response to StaiTItem 34 shows the number of employees on the Company’s payroll at the 
end of the year for 1993 through 1998. In this regard, provide the following information: 

a. For 1997 and 1998 and the 7-month period ended July 31, 1999, provide the actual 
monthly total number of employees and the resultant average number of employees during 
1997,1998 and the 7-month period ended July 3 1,1999 

b. The budgeted total.number of employees for the remainder of 1999. 

35. Please provide page 355 (distribution of salaries and wages) fiom the 1997 FERC Form 2. 

36. Considering page 355 from the 1998 FERC Form 2, explain what the total salaries and wages 
charged to O&M are. Are they the amount of $5,346,719 (before allocation of clearing 
accounts) or are they the amount of $433 1,719 (after the allocation of clearing accounts)? 

37. Footnote (1) of page l’of 2 of PSC request Item 40 indicates that the total compensation for 
Mr. Jennings that are included in the 1998 test year above-the-line expenses include the same 
$24,000 of loan forgiveness expenses that were disallowed for ratemaking purposes by the PSC 
in the prior rate case, Case No. 97-066. Please confirm this. If this is not correct, explain the 
correct meaning of footnote (1). 

38. For each person listed on page 1 of 2 of PSC request Item 40, provide a breakout and 
description of the specific components making up the 1998 “Other Compensation” amounts 
shown in the second column. 

39. Please provide a detailed breakout showing all of the components and associated dollar 
amounts for the ($4,159,439) amount in A/C 1.922 Expenses Transferred. 

40. Provide a management summary description and copy of all incentive compensation programs, 
bonus programs, and other similar programs currently in effect for Delta’s top management and 
other employees. 

In addition, provide a schedule showing the amounts of such incentive compensation expenses 
booked by the Company during the 1998 test year, 1997 and 1996. Also, indicate in which 
account (number and description) these incentive compensation expenses are recorded. 

41. Please provide the most recent executive compensation studies performed by or for Delta 
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which would show that the total compensation paid by Delta to its executive officers is 
reasonable and comparable to the compensation levels paid to executives in comparable sized 
companies in comparable industries. Also specifl the time period of the study period. 

42. Please expand the response to AG request Item 65a in the prior rate case, by providing total 
payroll, incentive compensation, and other bonus compensation for the years 1996, 1997 and 
1998. 

43. With regard to the actual 1998 total payroll amount of $5,893,686 and the annualized payroll 
amount of $6,009,885 shown on WP4-1, please provide the following information: 

a. Confirm that both amounts are totaZ payroll amounts and not payroll amounts charged to 
O&M expense (Le., both amounts still include payroll to be charged to construction, 
merchandising, and subsidiaries). If you do not agree, explain your disagreement in detail. 

b. Provide workpapers showing all assumptions and calculations used to determine the 
annualized payroll amount number of $6,009,885. In addition, indicate the number of 
employees underlying the annualized payroll amount number of $6,009,885, as well as the 
basis for any assumed wage and salary increases built into the annualization adjustment 
calculations. 

c. What represents the difference between the 1998 actual total payroll amount of $5,893,686 
and the total 1998 actual payroll amount of $6,125,333 on page 355 of the 1998 FERC 
Form 2? 

d. Given the facts stated in part a. above, isn’t it true that the proposed pro forma payroll 
adjustment should be reduced to only reflect the portion of this payroll increase that will 
be charged to O&M expense? If you do not agree, explain your disagreement. 

44. Please reconcile the total Salaries and Wages amounts for the years 1993 through 1998 to the 
total salaries and wages amounts for the corresponding years shown on page 355 of the 
Company’s FERC Form 2. 

45. With regard to line 2 of Schedule 4, provide a detailed breakout (expense account, account 
description and account dollar amount) of the $142,7 1 1 “Accounts Disallowed in Case No. 97- 
066. 

46. With regard to line 3 of Schedule 4, provide a detailed description (by Trial Balance account 
number and associated dollar amount) of all of the expense components included in the 
!2 1,120 Canada Mountain expense removal adjustment. 

47. Please verifl that all insurance expenses included in the adjusted 1998 test year results are 
exclusive of Canada Mountain related insurance. If not, identifl the Canada Mountain related 
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insurance amount that should be removed. 

48. By the same expense categories as requested in PSC data request Item 48, provide the actual 
(out-of-pocket) rate case expenses incurred by Delta for the prior case, Case No. 97-066. 

49. Please provide a breakdown of the expense components making up the Acct. 928 - regulatory 
commission expenses of $104,940 for the 1998 test year. 

50. Please provide a listing, associated dollar amounts and a description of all expenses incurred 
and/or proceeds received during 1998 relating to law suits, the settlement of law suits or other 
legal action and indicate in which account(s) these expenses and/or proceeds were recorded. 
In addition, indicate to what extent these expenses and/or proceeds have been incorporated into 
the above-the-line operating results for the test year. 

5 1. Please provide the actual nine 1.926 Employee Pension and Benefits Trail Balance accounts 
for 1997. 

52. Please provide a description and the associated dollar amounts of all expenses booked in 1998 
(show account numbers) relating to: 

- employee gifts and award banquets 
- social events and parties 
- sports leagues 
- fines and penalties 

53. With regard to A/C 1.926.03 Employee 401(k) Plan expenses, please provide a workpaper 
showing exactly what the basis is for these expenses and how they were calculated. In 
addition, explain the large increase that the 1998 test year expense of $1 80,370 represents over 
the expense levels incurred in 1995,1996 and 1997. 

54. With regard to the $77,561 adjustment shown on line 7 of Schedule 4, please provide the 
following information: 

a. Workpaper showing the derivation and all actual source documentation underlying the 
proposed adjustment. 

b. For each of the last 10 years, 1989 through 1998, provide any recoveries of h d s  from 
Delta’s stop-loss insurance coverage applicable to prior periods. 

55. With regard to the response to PSC data request Item 30 (Uncollectibles), please provide the 
following information: 

a. For each year listed, provide the Total Revenues underlying the percentages on line 6 and 
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indicate whether these Total Revenues include GCR revenues. 

b. Are uncollectibles related to GCR revenues collected via the GCR mechanism or through 
base rates? 

c. Page 325 of the Company’s 1998 FERC Form 2 shows that for 1998 and 1997 the 
uncollectibles were $345,870 and $3 10,000, respectively. Do these amounts represent 
accruals (provisions) or actual net write-offs? In addition, reconcile these two amounts to 
the uncollectible data for 1998 and 1997 on Item 30. 

d. Explain the reasons why the provision percentage of .73% for the 1998 test year is so much 
higher than the provision percentages for the prior 5 years. 

56. Please provide a complete breakdown, including a brief description and the associated dollar 
amount, for all of the expense item included in each of the following accounts: 

- 1.92 1.06 Miscellaneous other items 
- 1.921.07 Employee memberships 
- 1.926.08 Employee recreational & social 

57. With regard to the 1998 Travel Etc expenses booked in A/C 1.921.21 through 1.921.26, please 
provide the following information: 

a. Provide all spousal travel expenses included in the total expenses for these accounts. 

b. Provide all details and brief descriptions for the expenses booked in each of these 1.921 
accounts. Details should include reason for travel, travel destination and expenses broken 
out by each trip. 

58. Please provide all underlying details for the 1998 expense amount of $30,758 for meals and 
entertainment. Details should include reasons for meals and entertainment, locations, and 
expenses broken out for each occasion. 

59. With regard to each of the outside service accounts shown for 1998 in response to PSC data 
request 26, please provide the actual annual expenses booked during 1996 and 1997. 

60. With regard to the test year legal expenses of $73,126 in A/C 1.92301 shown in response to 
PSC data request #26, please provide the following information: 

a. Please provide the portion of the total legal expenses of $73,126 that is attributable 
(directly or indirectly) to outside legal assistance related to the legislative session. Indicate 
these expenses by outside legal service provider. 
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61. 

62. 

63. 

64. 

65. 

66. 

67. 

b. Please provide the portion of the total legal expenses of $73,126 that is attributable 
(directly or indirectly) to outside legal assistance related to the Canada Mountain project 
that was not already removed by Delta in its pro forma expense adjustment to remove all 
Canada Mountain expenses from the filing. 

With regard to the Outside Services Other expenses of $97,053 in A/C 1.92304 shown in the 
response to PSC data request # 26, please provide the following information: 

a. What is the portion of the total expense amount of $97,053 that is attributable (directly or 
indirectly) to lobbying activities and activities relating to the legislative process? 

b. What is the portion of the total expense amount of $97,053 that is attributable (directly or 
indirectly) to Canada Mountain and the Delta subs? 

Please provide the actual Director’s Fees and Expenses for each of the last 5 years, 1994 
through 1998. 

What represent the “Incentive Program’’ expenses listed under account 193004 in the response 
to PSC data request Item 25b? 

Please provide the 1999 P&L Budget in the same format and detail as per the response to AG 
Item 8 in the Company’s prior rate case. 

Walker Exhibit 6, Page 1 shows that the actual 1998 test year revenues include $16,260,037 
for GCR related revenues. This is consistent with the actual 1998 total purchased gas cost of 
$16,260,037 shown on page 319 of the 1998 FERC Form 2. Please reconcile these 1998 GCR 
revenues and purchased gas expenses of $16,260,037 to the actual 1998 purchased gas 
expenses of $14,147,177 shown on FR 7(a). 

With regard to Other Miscellaneous Service revenues please provide the following 
information: 

a. a breakout of the 1998 revenues of $152,009 by specific revenue component on a monthly 
and total annual basis. 

b. a breakout of the actual 1999 revenues through July 31, 1999 by specific revenue 
component on a monthly and total basis. 

With regard to Exhibit MJB-3, please codirm the following information: 

a. The average number of residential customers have grown from 1991 through 1998 at an 
average annual compound growth rate of 2.84%. If you do not agree, please indicate your 
disagreement and provide the correct average annual compound growth rate for this period. 
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b. The average number of commercial customers have grown from 199 1 through 1998 at an 
average annual compound growth rate of 2.38%. If you do not agree, please indicate your 
disagreement and provide the correct average annual compound growth rate for this period. 

I 

68. With regard to Off System Transportation sales, please provide the following information: 

a. What is the current rate per MCF sales? If there is not one single rate, provide the average 
rate per MCF. 

b. Provide the actual MCF volumes of sales for 1995, 1996, 1997, 1998 and the 12-month 
period ended June 30,1999. 

69. With regard to the GS Transportation sales and revenues (shown to be $1,469,977 for 1998 on 
Walker Exhibit 6, p. l), please provide the following information: 

a. 12-month average annual GS commercial transportation customers for each of the years 
1994,1995,1996, 1997 and 1998. In addition, provide the actual monthly GS commercial 
transportation customers for the 1998 test year and for 1999 through July. 

b. 12-month average annual GS industrial transportation customers for each of the years 
1994,1995,1996,1997 and 1998. In addition, provide the actual monthly GS industrial 
transportation customers for the 1998 test year and for 1999 through July. 

c. Actual annual MCF sales volumes for GS commercial transportation for each of the years 
1994,1995,1996,1997,1998 and the 12-month period ended June 30,1999. 

d. Actual annual MCF sales volumes for GS industrial transportation for each of the years 
1994,1995,1996,1997,1998 and the 12-month period ended June 30,1999. 

e. The current rate per MCF sales for GS commercial transportation and for GS industrial 
transportation. If there is more than one rate, provide the appropriate current average rate 
per MCF. 

70. With regard to the Interruptible Transportation sales and revenues (shown to be $1,93 1,707 for 
1998 on Walker Exhibit 6, p. l), please provide the following information: 

a. 12-month average annual Interruptible commercial transportation customers for each of the 
years 1994, 1995, 1996, 1997 and 1998. In addition, provide the actual monthly 
Interruptible commercial transportation customers for the 1998 test year and for 1999 
through July. 

b. 12-month average annual Interruptible industrial transportation customers for each of the 

14 



years 1994, 1995, 1996, 1997 and 1998. In addition, provide the actual monthly 
Interruptible industrial transportation customers for the 1998 test year and for 1999 through 
July. 

c. Actual annual MCF sales volumes for Interruptible commercial transportation for each of 
the years 1994,1995,1996,1997,1998 and the 12-month period ended June 30,1999. 

d. Actual a n n d  MCF sales volumes for Interruptible industrial transportation for each of the 
years 1994,1995,1996,1997,1998 and the 12-month period ended June 30,1999. 

e. The current rate per MCF sales for Interruptible commercial transportation and for 
Interruptible industrial transportation. If there is more than one rate, provide the 
appropriate current average rate per MCF. 

7 1. With regard to the Special Contracts sales and revenues (shown to be $5 1 1,666 for actual per 
books 1998 on Walker Exhibit 6, p. l), please provide the following information: 

a. 12-month average .Special Contracts customers for each of the years 1994, 1995, 1996, 
1997 and 1998. In addition, provide the actual monthly Special Contracts customers for 
the 1998 test year and for 1999 through July. 

b. Actual annual MCF sales volumes for Special Contracts for each of the years 1994, 1995, 
1996,1997,1998 and the 12-month period ended June 30,1999. 

c. The current average rate per Special Contract MCF sales. 

d. Special Contracts sales revenues for 1994, 1995,. 1996, 1997 and 1998. 

72. Please provide all source documentation and workpapers used by the Company to derive the 
normal heating degree days of 4,693. 

73. With regard to Mr. Walker’s schedule entitled “Year End Adjustment” and Walker Exhibit 7, 
page 1, please provide .the following information: 

a. Walker Exhibit 7, page 1 shows that the test year 1998 per books Residential-Firm Sales 
customer charge revenues of $3,082,688 are derived as follows: average monthly # of 
customers of 32,111 x 12 months = 385,336 customer, bills x $8.00 per customer bill = 
$3,082,688. 

Making a similar calculation for the test year end # of Residential-Firm Sales customer 
charge revenues results in the following annualized revenues: 32,940 x 12 months = 
395,280 customer bills x $8.00 per customer bill = $3,162,240. 
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The difference between the annualized Residential-Firm Sales customer charge revenues 
of $3,162,240 and the annual per books revenues of $3,082,688 is $79,552. This is 12 
times higher than the Company’s calculated revenue adjustment of $6,632. Please confirm 
that the Company’s proposed year-end Residential-Firm Sales customer charge revenue 
annualization amount of $6,632 is understated and should be $79,552 because the 
Company failed to multiply this amount by 12 to reflect the full annual impact. If you do 
not agree, explain your disagreement in detail. 

b. Please confirm that the additional revenue adjustments for customer charges shown under 
column ( 5 )  of Mr. Walker’s “Year End Adjustment” schedule for the other customer 
classes (Le., the amounts of $4,186, $75 and $(25) are similarly understated and should be 
12 times higher for the same reasons as described for the Residential-Firm Sales customer 
charge revenue adjustment in part a. above. If you do not agree, explain your disagreement 
in detail. 

c. Please reconcile the Industrial-Firm Sales average 1988 customers of 62 to the average 
1998 Industrial Sales customers of 69 shown on Exhibit MJB-3. 

74. With regard to the Industrial-Firm Sales customers shown to be 62 on average for 1998 and 
61 at 1213 1/98, please provide the following information: 

a. Actual average number of customers in 1995,1996, and 1997 

b. Actual number of customers for each month in the 1998 test year and for each month in 
1999 through July 3 1,1999. 

75. With regard to the Expense Adjustment data shown on Mr. Walker’s exhibit entitled “Year 
End Adjustment”, please provide the following information: 

a. Reconcile the 1998 per books wages and salaries of $5,381,576 to the total 1998 wages and 
salaries of $6,125,333 shown on page 355 of the 1998 FERC Form 2. List all components 
representing the difference between these two numbers. 

b. Explain the reasons why Delta removed its wage and salary expenses from the Operating 
Ratio calculations.. 

76. With regard to the actual 1998 O&M expenses shown on pages 3 17 through 325 of the 1998 
FERC Form 2, please provide the following information: 

a. The non-labor related maintenance expenses for Production and Gathering (page 3 17, line 
29). 

b. The non-labor related maintenance expenses for Underground Storage (page 321, line 
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124). 

c. The non-labor related maintenance expenses for Distribution (page 324, line 228). 

d. All non-labor related expenses for Customer Accounts expenses (page 325, line 237). 

e. The non-labor related O&M expenses for Production and Gathering (page 3 17, line 30). 

77. Please provide detailed workpapers and calculations showing the derivation of the Average 
Monthly Base Load (AMBL) for residential and small commercial customers which would 
have applied during the winter of 1998-99 had the WNA been in place. 

78. Please state whether the AMBL will be based on consumption for the months of August and 
September or bills for the months of August and September. 

79. Please explain how the Company intends to determine Normal Degree-Days. Identify the time 
period to be utilized and the location for the measurement. 

80. Please provide the sotirce document showing the number of Normal Degree-Days by date 
which the Company intends to utilize. 

8 1. Please state whether it is correct that the same WNAF would apply to all customers within the 
relevant customer class regardless of their individual usage or other characteristics. If not, 
please explain. 

82. Please state whether the Company has prepared a backcast or similar analysis showing the 
effect which the WNA would have had on monthly revenues during the winter of 1998-99 had 
it been in place. If yes, please provide a copy of the analysis including all workpapers and 
supporting documentation. If not, please explain why not. 

83. For two billing cycles of the Company’s choice, please provide workpapers and supporting 
documentation showing the calculation of each of the following for both the residential and 
small commercial classes for each month of the winter of 1998-99 had the WNA been in place: 

a. The Base Load (BL) 
b. The Heating Load (HL) 
c. The Heating Degree Factor (HDF) 
d. The Weather Normalization Adjustment Consumption (WNAC) 
e. The Weather Normalization Adjustment Factor (WNAF) 

17 



84. 

85. 

86. 

87. 

88. 

89. 

90. 

Please state whether the Company has made any changes to Original Sheet Nos. 30-35 of 
P.S.C. No. 9 contained in the tariff sheets filed in this proceeding compared to Original Sheet 
Nos. 30-35 of P.S.C. No. 8 filed in Case No. 99-070. If yes, please explain all such changes. 

Please state whether the Company would agree that the reference to case No. 97-066 under part 
(a) of Performance-Based Cost Controls on Sheet No. 33 of P.S.C. No. 9 should be revised to 
Case No. 99-176 in order to reflect the Commission’s findings in this proceeding. If not, 
please explain why not. 

Please state whether the Company is aware of any changes which are necessary to its responses 
to the Attorney General’s or the Commission’s data requests in Case No. 99-070 with regard 
to the Company’s proposed ARP. If yes, please identifL the responses requiring modification 
and provide revised responses. 

Reference Mr. Seelye’s testimony at page 3, line 10. Is the l l l y  allocated cost study performed 
by Mr. Seelye also properly characterized as a fully allocated, average, embedded class cost 
of service study? If not, explain which term does not properly characterize the study performed 
by Mr. Seelye. 

Reference Mr. Seelye’s testimony at page 3, line 17. The words rates and cost appear therein. 

a. 

b. 

a. 

b. 

Confirm that, as stated, the referenced ratekost comparison is the relationship between 
average revenue per unit of service and average cost per unit of service. If Mr. Seelye 
disagrees, please explain exactly what Mr. Seelye disagrees with and explain precisely 
why. 
Confirm that the “indication” Mr. Seelye is addressing here could also be performed by 
comparing class revenues to the allocated costs of providing service to each customer class. 
Again, if Mr. Seelye cannot confirm this statement, please state what is wrong and why it 
is wrong. 

Please explain why DEM02, was used to allocate storage demand-related costs to class. 

Are transportation volumes included in “class deliveries?” (Seelye Testimony, page 8, line 
14) Why or why not? 

Reference Seelye Testimony, page 8, lines 18-20. 

a. Please provide workpapers detailing the derivation of class maximum demands at zero- 
degree design day temperature. 

b. What is the frequency of expected design-day temperature? Once in 10 years? 15 years? 
20 years? etc. Provide workpapers. 
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9 1.  Reference Seelye Testimony, page 10, lines 1-2. Please provide workpapers for the estimated 
cost of installing a typical service line per customer in each customer class. 

92. Reference Mr. Seelye Testimony, page 1 1 ,  lines 3-14. 

a. Did Mr. Seelye or Delta investigate the use of the minimum system methodology for use 
in this proceeding? If no, why not. 

b. If the answer to a. is yes, please provide any assembled minimum system cost data, any 
calculations, and any results of any study of the minimum system methodology performed 
on the Delta system. 

93. Please provide gas-delivery-to-end-user interruption experience on the Company’s system, for 
gas otherwise reaching the Company’s citygates, for the last ten years: 

a. Date of interruptions. 

b. Volumes interrupted. 

c. Number of customers interrupted and class in which interrupted customers are housed. 

d. Reason for interruption. 

94. For the ten largest company construction projects to provide service to new customers (as 
opposed to construction projects related to maintenance) since 1995, please provide the 
information provided to managers responsible for the approval of such projects. 

95. Reference Seelye Testimony, page 12, line 1.  

a. Please provide copies of any relevant source material Mr. Seelye relied upon for his 
understanding that the zero intercept method rests upon a linear, as opposed to, say, a 
curvilinear relationship. 

b. Did Mr. Seelye investigate whether a curvilinear relationship between unit cost and pipe 
diameter produced a statistically better relationship than a linear relationship? If not, why 
not? If yes, please provide the study and its results. 

96. Reference Mr. Seelye Testimony, page 12, line 17 - page 13, line 8. Provide whatever 
authoritative text support or other authoritative support W. Seelye is aware of for the 
weighting scheme he proposes in applying the zero intercept methodology to Delta. 

97. Please have Mr. Seelye describe, based on his understanding of Delta operations and his 
understanding of local distribution company operations in general, the basic service that Delta 
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provides its end user sales and transportation customers. I 
98. Please provide a map of the Delta natural gas distribution system. Please annotate the map to ~ 

locate pipeline interconnections, and any LNG or propane or other peak shaving facilities. 

99. a. Please provide a listing of all allocation factors and their numerical values. 

b. Separately for each demand factor, explain what each factor is (e.g., peak demand on 
design day excluding transmission customers, etc.) and how that factor differs from other 
demand allocation factors. 

c. Separately for each customer allocation factor, explain what each factor is and how that 
factor differs from other customer allocation factors. 

100. For each demand allocator, please state the basis for the amounts of interruptible customer 
demands included in the allocator. If the interruptible customer demands used to determine 
the demand allocators are less than either the contract demands or the actual interruptible 
demands during recent peak demands, explain why the smaller demands have been used. 

10 1.  Please identi@ the probability of design peak day occurrence for the Company’s design peak 
day criteria. Include supporting workpapers and documentation. 

102. Please provide a detailed supply and requirements schedule for the Company’s three most 
recent annual peak days, including the 1996-97 winter season. The schedules should include 
deliveries to meet demands by source (Le., FTS, contract storage service, on-system storage, 
propane, etc. by pipeline rate schedule) and requirements by customer class. Separately 
identi@ deliveries and requirements for transportation customers. Also provide the Company’s 
daily sendout sheet for each peak day and the applicable weather data. 

103. Please provide a summary identifling the salient features of each of the following currently in 
Salient features include contract party, effective term and applicable contract effect. 

entitlements (daily, annual, seasonal, etc.). 

a. All firm transportation and no-notice agreements by type. Indicate whether the capacity 
is available at the Company’s citygate to meet design day requirements or is upstream 
capacity. Identify the applicable downstream pipeline for each upstream arrangement. 

b. All storage, gathering and exchange agreements. Indicate if each agreement provides 
design day capacity at the citygate or requires separate transportation (identi@) service to 
effectuate delivery. Include anv on-system storage and peak s having facilities used bv t he 
Company. 

c. Please reconcile the capacity entitlements identified in subparts a and b with the design day 
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. 
entitlements provided in response to the previous question. 

104. Please provide a detailed description of the Company’s meter testing and change-out program. 

105. Please identify the bill preparation time required for each rate schedulekustomer class reflected 
in the Company’s cost of service study. Include copies of any analyses or studies conducted 
by the Company examining this issue. 

106. For each rate schedule/customer class reflected in the Company’s cost of service study, please: 

a. identifl the number of meters in service; 

b. identify the number of times each month the meters of the various rate schedules/customer 
classes are physically read (i.e., daily, bi-monthly with estimated readings on alternating 
months); and 

c. provide copies of any analyses or studies prepared by the Company examining meter 
reading time requirements by the various classes of customers served. 

107. Please provide copies of any analyses, studies or documents which identify the frequency of 
billing inquiries by customer class and the time required to address those inquiries. 

108. Please identifl: 

a. the O&M account in which costs associated with the Company’s account representatives 
are reflected; 

b. total expenses associated with account representatives; and 

c. the number of representatives servicing or assigned to each particular customer class. 

109. Please provide actual and weather normalized sales volumes and number of customers by rate 
schedule for each month from January 1998 through that most recently available. Include 
supporting normalization workpapers and documentation. 

1 10. Please provide actual and weather normalized transportation volumes and number of customers 
by rate schedule for each month from January 1998 through that most recently available. 
Include supporting normalization workpapers and documentation. 

1 1  1 .  Please provide copies of any studies conducted by Delta which examine the effect of 
transportation customer imbalances on system sales customers’ gas costs. 

1 12. Please provide a schedule separately identifying all interruptions of transportation or retail 
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sales service on the Delta system since 1994 due to capacity constraints on Delta’s distribution 
system. Identi@ the length of interruption, the volumes interrupted, the rate schedule of the 
interrupted customers, and the area in which interruptions occurred if the interruption was local 
rather than general on the Delta system. 

113. Please explain how often most of Delta’s transportation customers generally revise their 
nominations for deliveries into Delta’s system by class. Hourly, daily, monthly? 

114. Please identify the monthly quantity of standby service reserved by transportation customers 
during the period January 1996 to present. 

1 15. Please provide all workpapers, calculations, documentation and studies relied upon or utilized 
to develop each allocation factor reflected in the Company’s cost of service study. Include 
copies of all computer files on Lotus 1-2-3, Quattro or Excel format. 

1 16. Please provide a copy of the Company’s cost of service study on computer diskette in Lotus 
1-2-3, Quattro or Excel format. 

117. Please provide copies of all studies and analyses prepared by the Company which examine 
usage per customer for new homes and converting customers, and the usage per customer for 
new homes and converting customers with that of present customers. 

1 18. List all the different pressures utilized by Delta in the operation of its system, and explain the 
operation of Delta’s system with respect to change in gas pressures and the reason for the 
changes in gas pressures. 

1 19. For 1966, 1997 and 1998, please provide the following information regarding Delta’s 
distribution (gas delivery) system: 

a. The highest peak day and each classes’ contribution to that peak day; 

b. The non-coincident peak (NCP) by the class and time of occurrence; 

c. The highest three-day peak and each classes’ contribution to that three-day peak; 

d. Delta’s design peak day; 

e. The amount of firm and interruptible load by rate class in the CP and NCP data; and 

f. A reconciliation of these factors with the demand allocators utilized in Delta’s gas cost of 
service study. 

120. Please provide workpapers for all numbers or Mr. Walker’s testimony, for which there are 
workpapers, i.e., load factor representations, on residential rate increases to achieve overall rate 
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of return being 1.66 times total increase, etc. 

121. Reference Mr. Walker’s testimony at page 14, lines 4-10. Does Mr. Walker admit that the 
larger customers usage of the Delta’s system was 1.8 times (40%/22%) the usage of the smaller 
customers. If  no, please explain why. 
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